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Report From Asia 


WE WILL MEET FORCE WITH GREATER FORCE 
By JOHN FOSTER DULLES, Secretary of State 


Delivered over national radio and television 


West Pacific. I visited the forward positions against 

which the waves of Communism are beating and where 
the issues of war and peace, of freedom and captivity, hang in 
precarious balance. There a gallant band of independent 
and freedom-loving nations stand between 600,000,000 Com- 
munist-dominated Chinese and the broad reaches of the 
Pacific Ocean. 

I visited seven Asian and Pacific countries, and met with 
the foreign ministers of three others. I saw Bangkok and 
Rangoon with their splendid monuments of ancient civiliza- 
tions. I visited simple agricultural countries such as Laos, 
where the landing of our plane had to be delayed until water 
buffalo were driven from the runway. 

Everywhere I found ominous evidence of the Communist 
efforts to terrorize, to beguile, to subvert. But also I found 
the passionate desire of the free peoples to remain free. 

That desire will not prevail unless those who love liberty 
unite to help each other. So, the United States, acting within 
the framework of the United Nations Charter, has joined in 
mutual security treaties which cover the freedom-loving coun- 
tries of Korea, Japan, Formosa, the Philippines, South Viet- 
nam, Laos, Cambodia, Thailand, Malaya, Pakistan, Australia 
and New Zealand. 

One of these treaties, the eight-nation Manila Pact for 
Southeast Asia, has just come into force, and I went to Bang- 
kok for the first meeting of the Treaty’s Council. 

It was fitting that this first meeting should have been held 
in the capital of Thailand, for the word “Thailand” means 
‘land of the free.” Also it dramatized the new role of Asia 
when, for the first time in history, a Foreign Secretary of 
the United Kingdom and a Secretary of State of the United 
States traveled half way around the world to come to Thailand. 

The Manila Pact has three main purposes: first, defense 
against open armed aggression; second, defense against sub- 
version; and third, the improvement of economic and social 
conditions. 


I RETURN from two weeks in Southeast Asia and the 


networks. Washington, D. C., March 8, 1955 


For military defense we shall rely largely upon mobile 
Allied power which can strike an aggressor hs ea the 
occasion may demand. That capacity will, we believe, deter 
aggression. We shall not need to build up large static 
forces at all points and the United States contribution will 
be primarily in terms of sea and air power. 

I pointed out at Bangkok that, for military purposes, the 
Chinese Communist front should be regarded as an entirety 
because if the Chinese Communists engage in open armed 
aggression this would probably mean that they have decided 
on general war in Asia. They would then have to take into 
account the mutual defense treaties of the United States with 
the Republic of Korea and the Republic of China, and the 
forces maintained under them. Thus general war would 
confront the Chinese Communists with tasks at the South, 
center and North, tasks which would strain their inadequate 
means of transportation. 

The Allied nations possess together plenty of power in the 
area. The United States in particular has sea and air forces 
now equipped with new and powerful weapons of precision, 
which can utterly destroy military targets without endangering 
unrelated civilian centers. 

Our Treaty Council, after appraising the military factors, 
concluded that the available military power offered solid hope 
of deterring open armed aggression against the treaty area. 

In order to bring our power to a concerted pitch, our 
military advisers at Bangkok started their work together. It 
is expected that another military meeting will be held at 
Manila next month. In this way information will be ex- 
changed about the forces which could be made available, 
and strategies can be agreed upon. Also out of these meet- 
ings may come plans for combined military exercises. 

Then we took up the problem of subversion. At the 
moment, it is perhaps the greatest danger to the area. This 
danger will, I think, be diminished as it is better understood 
that the treaty nations have the power, and the will, to strike 
down an open armed aggressor. 
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JOHN FOSTER DULLES 


To illustrate this connection between direct and indirect 
aggression I may mention the situation in Laos. In two of 
its provinces there are disloyal elements, supported by the 
Chinese and Vietminh Communists. The Laos Government 
is seeking to re-establish control over its own territory. But 
it is worried lest, if it suppresses the Communists within, it 
will be struck by the Communists from without. I hope that 
that worry is now allayed by their better understanding of 
the protective nature of the Manila Pact. 

In other countries also, active subversion is being pro- 
moted from without. To deal with this is in each case 
primarily the responsibility of the governments concerned. 
However, often the nations can help each other by exchang- 
ing information, for example, about the movements and 
activities of International Communist .agitators. Also, those 
who have dealt successfully with this problem can give 
advice which will help others of lesser experience. The 
Philippine Delegation Sia this at Bangkok. They told how 
their Government had dealt decisively with Communist- 
inspired revolt of the so-called Huks. 

It was agreed there would be meetings of experts to facili- 
tate exchanges of views about these problems of subversion. 

Also at Bangkok we dealt with the third treaty task, that of 
improving economic and social conditions. This problem 
divides itself into two parts. First is the problem of meeting 
the cost of more effective security forces. 

As I have said, the Council is not trying to build up vast 
new ‘military establishments. But there is need of modest 
national forces which are well equipped and loyal, which 
can support the authority of the government throughout its 
territory and fight initial defensive actions if there should be 
attack from without. 

Even these limited forces involve an economic burden which 
some of the countries cannot carry without help. So, the 
strong will help the weak by providing some military equip- 
ment and financial support. Funds for that have been voted 
by the Congress for the current fiscal year and the Adminis- 
tration is asking for a renewal of funds for this purpose for 
the coming fiscal year. Thus there will be special recognition 
of those countries which assume military obligations with us. 

A second phase of the economic problem is general 
improvement of economic conditions in the area. This 
calls for capital developments. Industrialization should be 
speeded. There should be better roads, more irrigation 
works and improved port facilities. There is particular need 
for a larger exchange of goods and services as between the 
countries of South and Southeast Asia and the Western 
Pacific. Japan, with its large capacity for industrial produc- 
tion, and its need for food and raw materials, is an important 
element in this situation. 

This problem of economic improvement goes beyond the 
immediate treaty area. The treaty area is not and never can 
be a self-contained economic unit. The great bulk of its 
trade is with outside areas. There is need for programs to 
develop broadly the economic possibilities of all the free 
Asian countries. The treaty nations will study their prob- 
lems from this viewpoint. 

At the Bangkok Conference I took occasion to re-emphasize 
President Eisenhower's desire that atomic energy should be 
used to benefit mankind and to enrich the life of the great 
masses of humanity. We are not satisfied to see atomic 
missiles becoming conventional for war while vast possibili- 
ties for peaceful betterment are still undeveloped. I described 
our programs for education in this field, and I extended a 
special invitation to the Manila Pact nations to send repre- 
sentatives to the United States so that they could begin to 
study the good uses to which atomic energy may be put. 








1123 


There will, I believe, be a welcome response to this invitation. 

The Manila Pact represents not only enlightened self- 
interest, but also high ideals. These are or sae: in the 
Pacific Charter, a document inspired by President Magsaysay 
which was signed with the Manila Pact. That charter deals 
with political independence and economic progress and social 
well-being. 

Three of the Asian parties to the Pacific Charter, Pakistan, 
the Philippines and Thailand, may shortly be meeting with 
other Asian countries at a so-called ‘‘Afro-Asian Conference.” 
So, our conference at Bangkok sent a message of cordial 
greeting to this Afro-Asian Conference, and we expressed the 
hope that it will support and reinforce the ideals so nobly 
expressed in the Pacific Charter. 

In the sound ways I outline, the Manila Pact was made 
an effective going concern. The way of the aggressor has 
been made harder. 

After the close of the Bangkok Conference, I went to 
Rangoon, where I met with the leaders of Burma. 

Burma is one of the countries which has newly won its 
independence, and the Government and people of that coun- 
try are determined to maintain it. They feel that they can 
best do so by avoiding regional security groupings. I know 
that all of the American people hope that their policy will 
succeed. Burma’s evolution to independence had the strong 
moral support of our nation, and we want to see that inde- 
pendence preserved. 

I talked fully and freely with the President of Burma and 
with the Prime Minister, U Nu, and with other members 
of the Government. In this way we each came to a better 
standing of the policies of the other. That was worth while. 
As between free nations, there is never the ned of total 
agreement, but there is always the need of mutual respect. 

After Burma, I went to Laos, Cambodia and Free Vietnam. 
These three nations are not themselves members of the Manila 
Pact, but their territories are covered by the Manila Pact. 
In each of these countries I found leaders of great ability 
and of patriotic dedication to the independence of their 
country. Also, they well realize the danger to their independ- 
ence that comes from subversion inspired by International 
Communism. 

I have already spoken of the task, in Laos, of suppressing 
subversion in two provinces. 

In Cambodia, the King—now ex-King—is passionately 
patriotic. His recent abdication was, I believe, due to a desire 
to find better ways to help his people to preserve the freedom 
he so ardently seeks for them. 

The greatest problems confront the Free Government of 
of Vietnam. It has the task of developing an efficient gov- 
ernment of its own in substitution for French rule. This task, 
difficult enough under any conditions, is now complicated by 
three abnormal problems. 

There is the problem of absorbing and resettling the refu- 
gees from the North. As always, when International Com- 
munism moves in, those who love liberty move out, if they 
can. So far, about 600,000 persons have fled from Northern 
Vietnam, and before the exodus is over, the number of 
refugees will probably approach 1,000,000. It is not easy for 
Southern Vietnam to absorb these new peoples. They are 
destitute and penniless persons with only such possessions as 
they could carry on their backs. They need help. 

One dramatic response is Operation Brotherhood. That is 
privately sponsored by the Philippine Junior Chamber of 
Commerce. It provides Philippine doctors and nurses who 
work on a 24-hour-a-day basis at the refugee centers. It is 
inspiring to see the Philippine people, who only lately 
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achieved their own independence, now turning to help the 
most recent addition to the ranks of free nations. 

A second problem faced by the Free Government of Viet- 
nam is created by the fact that various religious groups, 
known as the “‘sects,”” have heretofore had virtual autonomy, 
maintaining their own — forces, collecting their own taxes 
and acting largely independently of a central government. 

If Vietnam is to maintain its independence and the religious 
freedom desired by all, including the sects, there needs to 
be increasing allegiance to the central government. Reports 
indicate this allegiance is still not being granted by the sects 
to the Free Government of Vietnam. I hope that motives 
of patriotism will inspire all groups in Free Vietnam to join 
together. Only as a united people will they be able to meet 
the threat of Communism. 

The third and greatest problem is of course that presented 
by the Communists in the North. Under the armistice they 
should have removed their forces from the South. Instead, 
many of their soldiers there merely put on civilian clothes 
and faded into the local community as a source of future 
trouble. Communist propaganda is rife, and in addition the 
free people of the South are subjected to the terrorizing threat 
of armed aggression from the North. As against this, local 
forces are being trained. But the principal reliance is the 
Manila Pact and its deterrent power. 

In July of this year, conversations are scheduled to begin 
between South and North looking toward elections in 1956 
to unify Vietnam. Under the terms of the armistice, these 
elections are to be held under conditions of freedom. There 
can be little doubt but what most of the people of Vietnam 
will want to unite under a genuinely independent and demo- 
cratic government. In the North there is great discontent 
with Communist despotism. For each one of the many who 
have actually fled South to find freedom, there are many who 
want freedom. Also, economic conditions in the North are 
deplorable and in many localities there is near starvation. 


It will, however, be hard to create in the North condi- 
tions which allow genuine freedom of choice. 

In Northern Korea and in Eastern Germany the Commu- 
nists stubbornly refuse to permit the free elections which 
would bring unification. We hope this pattern will not be 
repeated by the Communist Vietminh. 


[ was much impressed by Prime Minister Diem. He is a 
true patriot, dedicated to independence and to the enjoyment 
by his people of political and religious freedoms. He now has 
a program for agricultural reform. If it is effectively exe- 
cuted, it will both assist in the resettlement of the refugees 
and provide his country with a sounder agricultural system. 
I am convinced that his Government deserves the support 
which the United States is giving to help to create an efficient, 
loyal military force and sounder economic conditions. 

I stopped at Manila on both my outgoing and homecoming 
trips. Both times I talked with President Magsaysay. When- 
ever I meet him, I am deeply impressed by his grasp of 
the Communist problem. He has given his full moral support 
to the anti-Communist position of the United States in Asia. 
The Philippine Republic is proving itself to be a staunch 
and effective ally. 

On my return stop at Manila, I spent.a day in conference 
with the United States Ambassadors in the area. United 
States representatives had come to Manila from fifteen coun- 
tries for a regional conference. We discussed together the 
policies of the United States in relation to the Asian scene. 
The conference continued on after I left, and has been of 
great value both to those of us who work primarily in Wash- 
ington and to those who work in the field. 


VITAL SPEECHES OF THE DAY 


In this connection, I want to pay tribute to the Foreign 
Service and other representatives of the United States in the 
area I visited. Oftentimes they work under most difficult 
physical conditions. They do so without complaint and with 
a great sense of dedication to the service of our country. 
They are our first line of defense against an external peril 
which is perhaps the greatest our nation ever faced. They 
deserve the respect and thanks of the American people. 

My last stop was at Formosa, where I conferred with 
President Chiang Kai-shek, Foreign Minister George Yeh 
and other members of the Government. I exchanged there the 
instruments of ratification which officially brought into force 
our Mutual Defense Treaty covering Formosa and the Pesca- 
dores, or to use the Chinese names, Taiwan and Penghu. The 
ceremony was cheered by those who crowded into the room to 
see it, and by many thousands who lined the streets as I 
drove by. They saw in the Treaty a significance—also seen 
by overseas Chinese I met—that so far as the United States 
can assure it, there will always be a free China. 


After the Treaty came into force, we held a first ‘meeting 
of consultation under Article IV of the Treaty with reference 
to implementing the Treaty. At this meeting, Admiral Carney, 
the Chief of Naval Operations, was present and also Admiral 
Stump, our Commander-in-chief in the Pacific. They remained 
on after I left far further conferences with the military ad- 
visers of the President of the Republic of China. 

Let me make it clear that we have here to deal with two 
distinct matters—first the political decision as to what to 
defend, and then the decision as to how to defend. 

The political decision of what to defend has been taken. 
It is expressed in the Treaty and also in the Law whereby 
Congress has authorized the President to use the armed forces 
of the United States in the Formosa area. That decision is 
to defend Formosa and the Pescadores. However, the Law 
permits a defense which will be flexible and not necessarily 
confined to a static defense of Formosa and the Pescadores 
themselves. How to implement this flexible defense of For- 
mosa the President will decide, in the light of his judgment as 
to the overall value of certain coastal positions to the defense 
of Formosa, and the cost of holding these positions. This 
judgment would take account of consultations provided for 
by the Mutual Defense Treaty. 

We hope that the present military activities of the Chinese 
Communists are not in fact the first stage of an attack against 
Formosa and the Pescadores. We hope that a cease-fire may 
be attainable. We know that friendly nations, on their own 
responsibility, are seeking to find substance for these hopes. 
Also, the United Nations is studying the matter in a search 
for peace. So far these efforts have not been rewarded by 
any success. The Chinese Communists seem to be determined 
to try to conquer Formosa. 

The response of the United States will have importance 
both to Formosa itself and to all the Southeast Asia and 
Pacific countries. 

I come back from Asia greatly impressed by the spirit and 
purpose of the governments and peoples with whom I had 
contact. They want to preserve their freedom and independ- 
ence. However, patriotism alone is not enough. Small nations 
cannot easily be self-confident when they are next door to 
Communist China. Its almost unlimited manpower would 
easily dominate, and could quickly engulf, the entire area 
were it not restrained by the mutual security structure which 
has been erected. But that structure will not hold if it be 
words alone. Essential ingredients are the deterrent power 
of the United States and our willingness to use that power 
in response to a military challenge. 





CLEMENT ATTLEE 


The Chinese Communists seem determined to make such 
a challenge. At the same time they are persistently trying 
to belittle our power and to throw doubt on our resolution. 
They boast that in 1950, in Korea, they drove United States 
forces back from the Yalu and gained a great victory. They 
boast of their victory over the French Union forces in Indo- 
China and they misrepresent our ee as due to 
our weakness of will. When we recently helped the Chinese 
Nationalists to evacuate the Tachens and other coastal islands, 
the Chinese Communists claimed that this represented great 
“victories” for them. They continue eww to hold our 
fliers and other citizens. 

In such ways Chinese Communist propaganda portrays the 
United States as being merely a “paper tiger.” It suggests to 
the small peoples whom they threaten that the United States 
will always find reasons to fall back when faced by brutal 
and uncomprising force, and that Communist China is sure 
to win. 

The United States, in the interest of peace, has made great 
sacrifices and has shown great self-restraint. That is nothing 
for which we should feel ashamed. Indeed, it is something 
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in which we can take great pride. But we must always re- 
member that the free nations of the Western Pacific and 
Southeast Asia will quickly lose their freedom if they think 
that our love of peace means peace at any price. We must, 
if occasion offers, make it clear that we are prepared to stand 
firm and, if necessary, meet hostile force with the greater 
force that we possess. 

A big step in the right direction was taken by the Congress 
when, at the President’s request, it passed the Joint Resolution 
which authorized the President actually to wse the armed 
forces of the United States for the defense of Formosa and, 
to the extent the President judges appropriate for that defense, 
to protect related areas in friendly hands. That non-partisan 
action, taken with virtual unanimity, did more than any other 
recent act to inspire our Asian friends with confidence in us. 
I believe that their confidence is not misplaced. 

We have power that is great. We have a cause that is just. 
I do not doubt that we have the fortitude to use that power in 
defense of that just cause. 

If that will be manifest, then I believe that peace and 
freedom will prevail. 


The Hydrogen Bomb 


THREE POWER CONFERFNCE NOW 
By CLEMENT ATTLEE, Leader of the Opposition 
Delivered in the House of Commons, London England, March 14, 1955 


MAKE no apology for raising this matter again. In the 
I Debate on Sth April last there was exhibited in this 

House a general anxiety with regard to the world situ- 
ation, and in our motion on that occasion we stressed its 
urgency, and we used the word “immediate” in asking for 
an “immediate iniative’’ by the Government. The Govern- 
ment, to some extent, demurred at the word “immediate.” 
We did not suggest that action should be taken within a few 
days or a few weeks, but now nearly a year has gone by and 
nothing effective has been done. 

I freely acknowledge the efforts made by the Foreign Sec- 
retary to relieve tension in many parts of the world, but with 
every month, in our view, the present position gets worse 
and worse. 

I must say that I was rather disturbed by the statement 
made by the Prime Minister in the Defense Debate on Ist 
March. He there suggested that it might be a matter of 
three or. four years before the Soviet Government might be in 
a position of equality with the West in respect of the hydro- 
gen bomb. That may or may not be so. There have been 
many miscalculations before. The pace of scientific advance 
has been miscalculated. 

I recall that when I was in office the hydrogen bomb was 
considered to be right away in the distance, and very soon it 
became an actual fact. I think that we have at times mis- 
calculated the pace of scientific advance in the Soviet Union. 
I thought that, perhaps, the statement by the Right Honorable 
Gentleman tended to give some D aray an unwarrantable im- 
pression that we could afford delay; that there were three 


or four years in which we could go on without worrying too 
much. I am quite sure the Right Honorable Gentleman did 
not mean that, but I think that that would be the wide inter- 
pretation of his statement, that we could have four years. 
We do not believe that any delay can be allowed. I would 
refer in particular to the fact that all this time experiments 
are going on with the hydrogen bomb now. It may be the 


cobalt bomb next. It may be some other variety. I do not 
know. The fact is that the advance in methods of destruc- 
tion is terrifying, and I have been seeing a great number of 
very disturbing statements. 

I did not think that the replies by the Prime Minister on 
10th March to My Right Honorable and Learned Friend, the 
Member for Rowley Regis and Tipton (Mr. Arthur Hender- 
son) were really very reassuring. It is all very well saying 
that the amount of radiation in the atmosphere is very small 
and amounts at present to what one gets in an X-ray examin- 
ation, but I really do not think we know enough about this. 
Further experiments, quite unrelated to the total amount of 
radiation in the world, are being carried on on both sides of 
the Iron Curtain—both in the U.S.A. and in the U.S.S.R. 

I do not think we really know enough about the effects. 
My Honorable Friend, the Member for Stoke-on-Trent, Cen- 
tral (Dr. Bennett Stross) has recently published a pamphlet 
setting forth some of the possibilities. I do not put them as 
more. We really do not know enough about all the effects of 
these experiments that are going on in the world. We do not 
know the effects on human beings. We certainly do not know 
the effects on animal life or, indeed, on vegetation. We are 
faced, however, with the fact that these various scientific 
experiments are apparently making possibilities of wide 
change in the whole composition of the world in which we 
live. I think that it is time that there was a very full investi- 
gation into this. 

We know how devastating the hydrogen bomb will be. We 
do not know the long effects due to radiation. Would it 
not be worth while having an authoritative statement made by 
scientists drawn from both sides of the Iron Curtain? It is 
all very well to say that our scientists are looking into this, 
and suggest such and such a thing, and that American sci- 
entists are looking into it—I have no doubt scientists in 
Russia are looking into it; but I think it would be an enor- 
mous advantage to the world if we could have some agreed 
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statements made by scientists drawn from as wide an area as 
possible with the purpose of convincing people in all coun- 
tries of the danger the world stands in, not merely of atomic 
warfare but of the continued experimentation in these danger- 
ous practices. 

The second point I make is this. Could not a halt be called 
to further experiments on either side of the Iron Curtain? 
This is a matter which, I understand, is easily ascertainable; 
that is to say, whether an explosion has taken place or not. 
We do know today already how devastating an attack with a 
hydrogen bomb would be. Is it necessary to go on experi- 
menting with something worse? I should have thought that 
this was quite bad enough. The fact is that people are filled 
with anxiety at this continued experimentation; and it seems 
to me that here would be a chance of getting something like 
the beginning of some kind of international agreement. 

The Prime Minister, in his intervention in the Debate of 
2nd March, explained his delay in acting on the resolution of 
the House on Sth April. There were three reasons. The first 
was his illness in which we all sympathise with the Right 
Honorable Gentleman and which we deplore very much in- 
deed. Quite apart from the fact that naturally we all deplore 
it, it also came at a most unfortunate time for the world, 
because it seemed to many of us that perhaps that was a 
time when fruitful action could have been taken. 

Secondly, the Right Honorable Gentleman said he had 
made an effort to try to get tripartite talks by talking to the 
President of the United States. I gather that President 
Eisenhower at that time demurred. I should like to know 
whether any further efforts have been made. It seems to me 
that there has been some change in the climate of opinion in 
the United States since that time. It is certainly not enough 
to put off by one attempt in a matter of such immense 
importance. 

Thirdly, the Right Honorable Gentleman said that a 
dual meeting had been in his mind but he was put off 
owing to Soviet opposition’ to the ratification of E.D.C. 
I cannot think that that was a sound reason at all. It was 
quite obvious that that kind of opposition to E.D.C. would 
take place; but the Prime Minister even suggested that 
there was a certain amount of surprise, as though it might 
be expected that the Soviet Government would accept that. 
It was quite obvious that they would take that kind of 
attitude, but that fact should not really make any difference. 
It is no good making a meeting of this kind depend, before 
one has any agreement, on the withdrawal of causes of 
disagreement. One might equally have from the other side 
suggestions that we should withdraw our attitude to this 
of that; or from our side that they should withdraw an 
attitude. I think that that was a false point and I am sorry 
that in the Government Amendment to our motion that 
same point is again made of no talks before ratification. 

I do not think that that contention had any validity. We 
are not suggesting that these talks should be on the future 
of Germany. If that had been the suggestion we certainly 
should have included France; but I think that in a matter 
of this transcendent importance a contribution by Germany 
to Western Defense falls into place in the international 
scene as only one outstanding matter that requires settle- 
ment. There is the question of Austria; there is the whole 
Far Eastern question; and there is Formosa. There is, 
indeed, a whole range of questions which I agree must 
be tackled separately, no doubt. But I am suggesting here, 
And I think that this was the view stressed in the House 
of Commons, that the question of getting some kind of 
agreement on methods of mass destruction transcends these 
local problems. 
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Further, we could not agree that this matter of top level 
talks on international relations caused by the discovery of 
the hydrogen bomb should depend on the action of French 
parliamentarians and the Government Amendment does 
amount to that. One must deplore the irresponsibility and 
levity of French parliamentarians at this juncture in world 
affairs. It is a matter undoubtedly for them, but it is diffh- 
cult for any of us, much as we love the French and much 
as we realize the great contribution which France has made, 
and can make, to civilization, to take seriously at this time 
France’s claim to a major voice in world affairs. In face 
of this entirely irresponsible behaviour one never knows 
really from week to week whether there will be a French 
Government. It appears that when one has a Govern- 
ment prepared to settle on one point—say the Paris Treaties 
—they are thrown out on something quite different, like 
North Africa. Another Government comes in and perhaps 
are thrown out on the question of the economic situation. 
It means putting off this vital matter with endless possi- 
bilities of delay, if we are to await French ratification. I 
should like to assume that we shall get that ratification in 
the end, but I do not think that that should be a matter 
to hold up all action on a subject of such major importance. 

I have no particular knowledge of the views of the Soviet 
Government but I doubt if they really attach a vast amount 
of importance to the question of a German contribution 
to Western Defense, any more than they really earnestly 
desire the union of the two parts of Germany which have 
been separated by their action; and it is anybody's guess as 
to what the position of the Russian Government may be 
from time to time. I admit the difficulty. One apparently 
had a change of policy in the period that has intervened 


and during the my year. But we are asking that another 


attempt should made. 

What is the matter that we wish discussed? It is not 
the matter of the new set-up in Germany. It is the matter 
of the possibility of co-existence between the two halves 
of the world. Can a free and a totalitarian world co-exist? 
Co-existence under the threat of annihilation is a pretty 
grim prospect. One cannot call that peace. It is a cessation 
of actual war. It is certainly not peace. 

I fully recognize all the difficulty of dealing with Soviet 
Russia but I believe that the attempt should be made. We 
ought not to be deterred by threats or strong language, or 
by attempts to divide us from the United States—attempts 
that are going on all the time. We should seize every 
chance, however slight, and we should seek every possi- 
bility of personal contact. I think essentially we should 
try to bring together the United States and Soviet Russia. 
Because the greatest danger in the world is the complete 
separation of those two great powers, and the fact, which 
I think is true, that the U.S.S.R. fears the U.S.A., and the 
U.S.A. fears the U.S.S.R., and fear is a bad counsellor. 

I suggest that in this matter the Prime Minister of the 
United Kingdom can go forward with greater confidence 
than either the President of the United States or the most 
influential statesman in Russia. The Prime Minister of the 
United Kingdom can get, and in fact last year did get, a 
mandate from this House. He can get the support of 
public opinion. The President of the United States is in 
a far more difficult position. The Constitution of the 
United States makes things extremely difficult. One is 
almost always faced with an election pending, for President 
or for some other purpose, whereas the Prime Minister 
knows that the choice of when we have an election is very 
largely in his own hands, and no one knows what he will 
do about it. 
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The leading man in Moscow also has a pretty difficult 
task. He has to get the Politburo behind him. But the 
point I make today is that we think that repeated efforts 
ought to be made and there ought to be a greater sense of 
urgency. We do not feel that there has been that sense of 
urgency. I believe that single point, such as mutual cessa- 
tion of nuclear bomb experiments, might set the ball rolling 
and might make a start. 

At the present moment we seem bogged down. We 
have always got to wait for something else happening. I do 
not feel that we can afford to wait. I must say I was 
struck by the concluding passage in the leading article in 
The Times this morning, which said: 


>. 
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“We are committed to grievous tasks in the event of 
war; we should be equally thorough, forthright, and imag- 
inatively hazardous in the fight for peace. We should be 
afraid neither of jibes about appeasement, nor of criticism 
from our allies. It will be part of our task to carry them 
with us. Deterrence gives us time, but not lasting peace. 
After ail the forces of strength have had their say the 
moral issue will remain to be solved. Britain, speaking 
with the vision and vigor, and refusal to acknowledge 
defeat, that, in fact, put her on the road to victory even 
though she was then alone in 1940, can in this yet greater 
battle again give a lead to the world. It can, perhaps come 
from no one else.” 


Top-Level Conference 


WHAT WE HAVE DONE TO BRING IT ABOUT 
By SIR WINSTON CHURCHILL, Prime Minister of Great Britain 
Delivered in the House of Commons, London, England, March 14, 1955 


HE LEADER of the Opposition has moved a Motion 
| of Censure on the Government. The terms may be ad- 
mired for their earnest attempt to present a collection 
of words and ideals which may be acceptable to the bulk of 
his followers. I hope sincerely that the word ‘‘followers’’ is 
the right word. Now I am moving the Amendment which we 
have put on the Order Paper in answer to the Right Honor- 
able Gentleman’s motion, representing, I believe, the bulk 
of responsible opinion on both sides of the House. It has 
the merit of being practical in character and is aimed at pro- 
ducing the largest measure of unity, not only of a party, but 
of the country as a whole at an important moment in our 
foreign affairs. 

If I may I should like to comment a little on the motion. 
I notice that the Leader of the Opposition calls for a Three- 
Power Conference. It is quite true that the resolution of the 
House of April 5, 1954, mentioned only three Powers, but 
a busy year has passed since then in this clattering world. Is 
it the up-to-date conclusion of the Opposition that only those 
Powers who possess the secrets of the hydrogen bomb should 
meet in an attempt to decide the future of the world? That 
would be, I am sure, a very unwise declaration. It clearly 
would encourage any ambitious State to qualify which would 
be the very opposite of the Right Honorable Gentleman's 
argument. I am sure he does not wish for a number of other 
States, large and small, responsible and irresponsible, to 
embark upon an elaborate series of experiments of the kind, 
the effects of which would cause such justifiable concern. 
Moreover, we cannot agree that France and Germany at this 
time should be dissociated from the task of resolving the 
fears and disputes which beset Europe and the world today. 
Indeed, to mention only three Powers would give serious 
offense when, I am sure, none was intended; and would give 
that offense at a time when France is taking, or about to take 
decisions important to her welfare and also to the policy which 
parties in the House have supported. It certainly affords an 
additional reason for the House to prefer the words of the 
Amendment to the Motion of Censure. 

I am also unfavorably struck by the word ‘“immediately’’ 
in the motion. I agree that there should be no question of 
indefinite delays. But the French Council of the Republic is 
meeting on the twenty-first of this month—so I am told—to 
decide this issue and we shall know one way or another then. 
In view of that going on at the present time, I should have 


thought that it was not possible to conceive a worse time than 
the immediate present for us to propose a resolution for 
immediate efforts to be made to promote a Three-Power Con- 
ference. With the debate on the ratification of the London 
and Paris Agreements approaching their decisive point, the 
Soviets would certainly not agree to such a meeting except 
on a basis of further postponement of ratification. This we 
could in no circumstances consider; and I do not believe the 
Leader of the Opposition would wish us to. In an interview 
which he Right Honorable Gentleman gave to the News 
Chronicle on the 16th February he is reported as saying: 

“I believe that ratification should go ahead with all possible 
speed and that four-power negotiations should take place 
when it has been completed.” 

Her Majesty's Government endorses that view, and that 
indeed is the burden of the Amendment which we are moving 
in reply to the Right Honorable Gentleman's Motion of 
Censure. 

I do not wish to deal with this matter in a controversial 
mood—more than is really necessary in receiving a motion 
of censure. And I must now ask the House to allow me to 
survey the past because it all comes into the present—the 
present is only the heir of the past. And I give my assurance 
that I will summarize this as concisely as I can. 

I was greatly ys when, now nearly two years 
ago, I was prevented by illness from going to meet President 
Eisenhower at Bermuda. I was most anxious to set before 
him personally the argument which I had used in my speech 
of 11th May, 1953, shortly after Marshal Stalin’s death, in 
favor of a top level meeting with his successor, the new 
Leader of the Soviet Government, Mr. Malenkov. It is not 
true to suggest, however, that the whole proposal was allowed 
to drop on account of my falling out. On the contrary, a 
conference was held at Washington, instead of Bermuda in 
the middle of July, 1953, at which Lord Salisbury—who took 
my place and that of my Right Honorable Friend, the Foreign 
Secretary, who was also struck down, who was also ill— 
raised all the arguments which I would have used in favor 
of a meeting of the heads of Governments. 

The idea of a top level, Four-Power Meeting—it was Four- 
Power even then—with a fluid or flexible agenda, was pre- 
sented forcefully to the Americans and to the French. They 
could only be brought to agree to an invitation to the Russians 
for a meeting of the four Foreign Ministers to discuss spe- 





cifiically free elections in Germany, German reunification, and 
the conclusion of the Austrian Treaty. This was duly conveyed 
to the Soviet Government. 

From 15th July, 1953, we entered upon a period of tri- 
partite Notes and Soviet rejoinders and counter-rejoinders 
after agreement with the three Allied Powers, France, America 
and ourselves—quite a lengthy and elaborate process. From 
15th July we entered upon the period and it did not end until 
November. At the beginning of December, 1953, we were 
able to arrange the long delayed conference of the Heads of 
the British, American and French Governments at Burmuda, 
and here a reply to the Russians was agreed. 

The reply was to propose that a Four-Power Meeting on 
the Foreign Ministers’ level should take place in January, 
1954, in Berlin. This meeting lasted for three weeks and 
covered a wide field of differences between the Soviets and the 
Western Powers. The discussion was certainly valuable, and 
the contacts were undoubtedly useful. I believe, from accounts 
that have been given me, personal contacts were also agree- 
able. They were certainly forthright. They did not, however, 
lead to any agreement on the grave points at issue and the 
most fruitful result of the Berlin Conference was the birth 
of the Geneva Conference, which began in April, 1954—we 
are getting on in the story—and eventually arrived at the 
arrangements for an armistice and settlement of the Indo- 
China problem. On this we are living unrestfully now, but 
living—I mean there is no killing going on, no war going on. 
However, the hope of a peaceful and lasting solution has by 
no means vanished in the theatre; so that we cannot say 
that the Geneva Conference, to which my Right Honorable 
Friend devoted such enormous care and energy, has not pro- 
duced results. 

While all this was going on, in June, 1954, I visited 


Washington and my Right Honorable Friend detached him- 
self for the time being from Geneva and came with me. We 
passed a very busy week at the White House in the most 


friendly and intimate conversations with the President. 
Anglo-American relations had been disturbed by events at 
Geneva, and my Right Honorable Friend and I were very 
glad that we were able to reach Agreements upon many points. 
These Agreements did not, however, include the top-level 
meeting with the Soviet Government, for which I continued 
to work. There was, on the other hand, certainly no slamming 
of the door, no slamming down of the idea, of the plan. I 
felt it was one which we should all consider. 

This brings me to our latest effort which I must describe 
in rather more detail as I mentioned it the other day. I gave 
a brief outline of this to the House during our Defense 
Debate. I made an intervention in the speech of the Right 
Honorable Gentleman, the Member for Ebbw Vale (Mr. 
Aneurin Bevan), whose absence, and particularly whose 
illness, we all regret. I made this intervention which, though 
unstudied, was not incorrect, and I hope not unhelpful. If 
the House would permit me, I should like to tell the story 
more fully this afternoon so as to make sure that it can be 
judged in its perspective and proportion. 

On our homeward voyage from the United States in the 
first week of July last, I sent a personal and private telegram 
to Mr. Molotov, of which I of course informed the President. 
After referring to my speech of 11th May, 1953, for a top 
level meeting of the Big-Three, and to the statements I had 
made from time to time in the House of Commons that, if 
this were impossible, I would seek to make a contact myself 
with the Soviet Government. I asked Mr. Molotov how they 
would feel about it. I should like, I said, to know this before 
we made any official proposal or considered such questions as 
those of time and place. J said that I should be very glad 
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if he would tell me if he would like the idea of a friendly 
meeting, with no agenda and no objective but of living side 
by side in growing confidence, easement and prosperity. 

Although our meeting, wherever held, would be simple and 
informal and last only a few days, it might be, I suggested, 
the prelude to a wider reunion where much might be settled. 
I said, however, that I had no warrant to say this beyond my 
own hopes. I ended by referring to our war comradeship. I 
saw quite a lot of him in the war: he was sometimes very 
cordial and human. 

On Sth July, I received a very friendly and encouraging 
reply from Mr. Molotov, for which I thanked him. We had 
in any case to wait until after the Geneva Conference, to 
which the Foreign Secretary had to return, was concluded. 
It was not until 26th July that I was able to address Mr. 
Molotov again. I said that after discussion with my colleagues 
I was about to send him a further message to suggest a meet- 
ing, say, at the end of August or in the first half of September, 
at some halfway house such as Berne, Stockholm or Vienna. 

In the meanwhile, however, the Soviet Note of 24th July, 
1944—-(Hon. Members: “July, 1954—yes, 1954—things 
were much easier in 1944)—had been published proposing 
a formal Conferance of European States and of the United 
States to discuss again the proposals made some months before 
by the Soviet Government at Berlin on collective security in 
Europe. This seemed to have obviously superseded for the 
time being the small informal meeting that I had suggested, 
which might perhaps have been the prelude to a Four-Power 
Meeting at the top level. I have always attached great impor- 
tance to that. To this Mr. Molotov replied. 

Mr. Herbert Morrison (Lewisham, South): Is it the case 
that up to this point the Prime Minister had been proposing a 
Three-Power Meeting? 

The Secretary of State for Foreign Affairs (Sir Anthony 
Eden): A Two-Power Meeting. 

Mr. Morrison: Surely it was a Three-Power Meeting? 


The Prime Minister: No, I had no right or authority . 
propose a Three-Power Meeting any more than we have today. 
I was proposing a Two-Power Meeting, an informal meeting 
between me and my Right Honorable Friend on the one hand, 
and Mr. Malenkov and Mr. Molotov on the other hand, or 
anyone else they choose to bring, at some neutral place where 
we could talk over things. 

I do not mind telling the House that I had in mind to tell 
the Soviet that if they wanted to bring the United States along 
they would have to make some change in their general atti- 
tude; and I would have suggested that the signature of the 
Treaty with Austria, and also their joining the proposal, which 
was made about this time by the President of the United 
States, for civil use of atomic power which they have done 
since—would be very good topics which might make it possible 
to make it a Three-Power Conference, and evidently it would 
soon become a Four-Power, and, very likely, a Five-Power 
Conference. However, it never came off because I never had 
the opportunity. I am glad to say that there is an under- 
standing between America and Russia about the use of civil 
atomic energy. That is being developed. 

To this Mr. Molotov replied that he did not see the reasons 
for considering that my proposal for an informal meeting 
had any bearing—I am paraphrasing this—on the question of 
the convocation of a conference concerned with the guarantee- 
ing of security in Europe. 

I answered that I had not changed in any way from my 
original project, but that the unexpected revival of his Berlin 
proposal at this juncture created a new situation, since it 
would not have been possible to have a large formal interna- 
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tional conference going on at the same time as the unofficial 
two-power top level meeting which I had suggested. The 
British, American and French Governments, who had been 
addressed officially by the Soviets, were already preparing their 
replies for the formal conference. It was, therefore, necessary 
to wait until we know what was going to happen about the 
Four-Power Conference before re-examining my project in the 
light of events. 

Mr. Molotov apparently saw no reason why the two confer- 
ences should not go on together. This was a fair matter of 
Opinion. I am not complaining at all. We thought this 
impossible, as the one would certainly confuse or paralyze the 
other. That was our view. There the matter rested. 

Meanwhile, the Soviet proposal for a Four-Power Foreign 
Secretary's Conference had the effect for which I could not 
help feeling it was designed, namely to dissuade the French 
from ratifying the E.D.C. Treaties. I had always assumed it 
was to be taken for granted. 

As I have been deeply interested in the cause of United 
Europe for a good many years, I must remind the House of 
the sequence of events. I apologize for these digressions. 
Since the Russian-Communist menace became apparent I have 
consistently endeavored, in Opposition or in Government, 
to promote an alliance of the free world against it. I was, I 
think, the first to point out that this involved that Germany 
must rejoin the European family and I hoped France would 
lead her back; and also I was the first, I think, in this House 
to state that there was no possibility of effective defense 
against Soviet Russia without a German Army. However, 
years have passed since then and great new developments 
have occurred. I had always thought the forces of the West 
should be grouped on the principles of a grand alliance; 
but the French preferred to aim at a cosmopolitan army, thus 
avoiding the creation of a German army; and they presently 
elaborated their plan of the European Defense Community. 
As this seemed to be the only way of reconciling France to 
the inclusion of Germany the advocates of Western Defense 
had no choice but to defer to French ideas. 

Three years of lamentable delay followed before the French 
were able to perfect the highly complicated arrangements 
which they had in mind. Right Honorable Gentleman oppo- 
site had experience of some of those three years of indecision. 
In the ~ % an arrangements was pe upon by all the 
Powers concerned on which a cosmopolitan army for the 
West could be founded. This agreement collapsed because 
of the French refusal to ratify it, as we .all remember. 

Meanwhile, under the NATO provisions, an elaborate mili- 
tary infrastructure has been created in France. To — the 
French from ratifying E.D.C. was therefore an obvious and 


quite reasonable Soviet objective. 
The strain of these three years u 
been most grevious, and no one but that valiant patriot and 


n Dr. Adenauer has 


idealist—for he is both—could have endured it. It is not a 

uestion of the NATO forces gaining an addition of 12 
divisions that moves me personally. Even with them the 
Western front could not be a guarantee against the overpower- 
ing Russian strength in conventional weapons. Twelve Ger- 
man divisions are to me a symbol rather than a physical 
factor. They may indeed be used as a peaceful guard against 
uncontrolled or unlimited German rearmament and _ thus 
would be consistent at once with Europeans unity and German 
self-respect. What is of major consequence to the causes 
we serve is the ranging of the mighty German race and 
nation with the free world—not on the wrong side—instead 
of allowing it by infiltration or territorial bribery or by actual 
force or by our own tragic memories to be amalgamated with 
the Satellite States to carry the doctrine and control of Moscow 


1129 


into world supremacy. Earnestly as I desire to get a peaceful 
arangement for co-existence brought about with Russia, | 
should regard it as an act of insanity to drive the German 
people into the hands of the Kremlin and thus tilt into Com- 
munist tryanny the destiny of mankind. Moreover, the only 
safe policy for us to pursue is, as we have often stated, peace 
through strength; without unity there can be no strength. 
For the Western Powers to abandon E.D.C. and have nothing 
to i in its place in Europe would have presented us divided 
and in vacuity before the mighty Communist oligarchy and 
dictatorship and its Satellites. Weakness makes no appeal to 
Moscow. To mix up the process of ratification with what 
might well follow soon afterwards, would very likely dilute 
both firmness and conciliation. The sooner we can get our 
united ratification settled, the sooner the top level Four- 
Power Conference may come—it may be Five-Power. On the 
other hand, it might well be that one retreat would lead to 
another, and, far from assuaging differences, would stimulate 
further aggression from the East and slowly arouse the re- 
luctant anger of the West. We went through all this in the 
years before the war, which I remember only too well. There- 
fore we felt that we must on no account allow our earnest 
desire to bring about a top level conference of Great Powers 
to expose us to the charge of having thrown doubt and dis- 
array into the ranks of NATO. We were therefore convinced 
that Her Majesty’s Government had no choice but to suspend 
for the time being the proposal I had made to Mr. Molotov. 

I am sure that the more this matter is considered by the 
House, and studied in detail, the more it will be seen that our 
efforts to act in accordance with the unanimous resolution of 
the House of 5th April, 1954, have been sincere and untiring, 
and that we have in no way been disloyal to the resolution, 
or lukewarm, or dithering—a word that was used the other 
day—in pursuing our purpose across one obstacle after an- 
other. Our policy throughout has been simple, earnest, 
straightforward, and we shall faithfully persevere in it. 

I must, however, point out that several important changes 
have occurred in the situation since May, 1953, and also 
since August last, when I think there was a visit paid to 
Moscow by some of the Right Honorable Gentlemen opposite. 
The Malenkov regime has gone. New forces rule. The “new 
look,” which I wished to explore in May, 1953, has been suc- 
ceeded by another “new look.” Some Honorable Members 
Opposite may no doubt contend that this change might have 
been averted if a meeting had taken place. I doubt very much 
whether this assertion has any foundation at all. In a press 
interview on Ist January, this year, Mr. Malenkov was asked 
whether he would welcome diplomatic talks leading to a 
Four-Power Conference. He refused to give an affirmative 
reply and said with emphasis that the efforts of the Western 
Powers to settle the German problem were not compatible 
with the proposal to hold a Four-Power Conference. We have 
yet to ascertain the feelings and policy of his successor. 

So far, the new “‘new look” has not raised any extravagant 
hopes of improvement; but anyhow, it is so easy to assume, 
as is done in some influential quarters, that all would have 
been well if only Mr. Malenkov had had due encouragement 
from us, and, of course, from the United States. This is all 
pure guesswork. I would go into this subject a little more 
if we had the Right Honorable Member for Ebbw Vale (Mr. 
Bevan) in his place, because he has dealt with it both in and 
outside the House and I should very much relish the oppor- 
tunity of replying to some of the points he made. However, 
I will not attempt to do so in his absence. 

But, it was on the basis of the conviction and reasoning 
that I have described that I replied on 12th January to a letter 
from Mr. Mendes France. Extracts from this letter were 
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imparted to the French Senate Commission on Foreign 
Affairs last Thursday by M. Pinay, the French Foreign Secre- 
tary. They have been referred to in various garbled forms in 
the press all over the world. 

I am to be asked at question time tomorrow whether I 
will publish the text of this letter. I should be very glad to 
do so, as it places M. Pinnay’s quite friendly quotation in 
its proper context. It expresses views I strongly hold, and 
which are very correctly represented by the Amendment I am 
about to move to the Motion of Censure. It was, however, a 
private and personal letter, and although I certainly feel that 
the House may expect to be informed of a communication 
of which part has already been quoted in the parliament of 
another country, I must first seek Mr. Mendes France's views. 
If it is agreeable to him, which I should think would not be 
unlikely, I will in due course take steps to lay the full text 
as a White Paper. I hope that can be done before the end 
of the month. 

I have now given the House a factual account of what the 
Government has done to bring about top level Two- Three- 
Four- or a Five-Power Conference. None excludes the others ; 
and of course it might be hoped that a smaller meeting would 
lead to a larger one. I think that it is a well founded and 
reasonable suggestion that a Three-Power Conference may get 
a Four-Power Meeting, or a Five-Power Meeting; and then 
there is the basis for solid agreement. 

Mr. Herbert Morrison: Will the Prime Minister allow me 
to ask him, that being so, why he makes such a point of the 
number of Powers indicated in my Right ted Friend's 
motion. He has been flirting with a Two-Power Meet- 


ing, a Three-Power, possibly a Four-Power Meeting. Why 
does he get cross with my Right Honorable Friend when he 


mentions one of those figures? 

The Prime Minister: I was not cross. I voted for the unan- 
imous resolution when mentioned a Three-Power Confer- 
ence; but I do not think that now is a good opportunity to 
stress the point when these critical discussions are going on 
in France. I carefully stated, if I remember rightly, that I 
was sure no offense was meant, but it would be tactless to do 
it now; and that is one of the reasons why I prefer our 
Amendment to the Vote of Censure. That is what I am 
arguing about. 

I have now given the House a factual account of what we 
have done. I have tried very hard to set this process in 
motion—of a conference at the top level—and to bring about 
actual results. Although I did not pretend to measure what 
the recent changes in the Soviet oligarchy imply, I do not 
feel they should in any way discourage us from further 
endeavors. I must here, however, say very seriously to the 
House that it is a mistake to suppose that to bring about such 
a meeting of any of these classes is an end in itself. It is 
only a means to an end. It is by no means certain that the 
end will be agreeable. To have a conference at an ill-chosen 
moment, or in unfavorable circumstances, would only raise 
false hopes, and probably finish by leaving things worse 
than before. If this happened, those concerned would have 
to bear the responsibility, not only for a futile procedure, 
but for the using up, in a wasteful manner, what might be 
at the right moment an important shield against rash, or 
violent action, and having thus weakened the resources—both 
moral and practical—of peace seeking peoples. It would be 
wrong and foolish, in timing or procedure, to run the risk 
of dividing the allies of the free world. That would only 
make the danger greater and the potental defense, whether 
mental or physical, weaker. 

Mr. James Hudson (Ealing, North): Why was that not 
thought of at Edinburgh? 
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Mr. Emrys Hughes (South Ayrshire): When the Right 
Honorable Gentleman made his speech at the election. 

The Prime Minister: I think that I have trespassed too 
much on the great kindness and indulgence of the House to 
allow me to go so far back over the past. I think that if I 
were to try to explain the motives which animated me every 
time I have been called upon to address a public meeting 
in this country, I should be going really too far, and would 
lose at once the patience of the House and that general atti- 
tude of indulgence which I have received from it. I have 
now finished speaking about the European situation, but 
before I sit down I must look across the Atlantic. One thing 
stands out in my mind above all other, that is the increase 
of our friendship and understanding with our ally the United 
States. I circulated last Friday to the House—with what I 
believe is almost a record for speed—the White Paper which 
I have already mentioned, containing the letter which the 
President has written to me and other Prime Ministers of the 
Western European Union. The President's statement renews 
the pledges which the United States gave to the E.D.C. when 
the Paris Agreements are ratified. May I just summarize them 
to the House. The United States undertakes to maintain its 
fair share of forces in Europe, so long as a threat to the North 
Atlantic Treaty area exists. The United States will work 
closely with Western European Union, and will regard any 
action, from whatever quarters, which threatens its integrity 
or unity, as a threat to the security of the members of NATO, 
including the United States itself. Finally, the United States 
will continue to play its full part in NATO, and if, in the 
President's words, a solid core of unity is established in Eu- 
rope, the interests of the United States will require its con- 
tinued membership of the North Atlantic Treaty for a period 
of indefinite duration. These assurances are of the highest 
value not only for Western European Union, but for NATO 
and for the free world as a whole. They are of particular 
importance for the United Kingdom which has undertaken 
great obligations and risks, very serious when undertaken 
alone, but assuming an altogether different character when 
supported and sustained by undertakings of this kind from 
the United States. 

The pledge which we gave last September in the Confer- 
ence which my Right Honorable Friend by his extraordinary 
vigor and enterprise brought about in London—that pledge 
made the Paris Agreements possible and is an integral part 
of those Agreements. Our commitment is most evenly 
reinforced and our peril most importantly reduced by the 
President’s new statement. My feeling is, when the Right 
Honorable Gentleman spoke, he said he thought that there 
were some changes of opinion in the United States; that the 
wish of the United States for peace grows stronger at the 
same pace as their capacity for war. They give great con- 
sideration to our views. They show marked respect for our 
experience of the European scene. But this very attention 
which they pay to what we advise is accompanied by serious 
irritation of their puplic opinion at anything they take to be 
unfair criticism. It must, for instance, be remembered—when 
I see criticisms made that the President has not come over 
here, or come over yet, to our international conferences—it 
must always be remembered that the President of the United 
States is not only the head of a State and that he has powers 
of action in emergencies far beyond those granted any other 
individual in the modern world. At the same time he is 
morally and legally bound to other institutions of equal status 
in the long established structure of the American Constitution. 
He cannot move about as freely as the ordinary heads of Gov- 
ernments. Both his immediate predecessors have created re- 
cent precedents for journeys of the President beyond the ter- 
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ritories of the United States. There are many earlier ones. No 
President of the United States has ever had the knowledge 
and experience of Europe and of the very group of problems 
now confronting us as is possessed by President Eisenhower ; 
and I do hope that nothing will be said on this side of the 
Atlantic, and particularly in this House, which will raise new 
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inhibitions in American minds against the freedom of his 
personal movements. I still believe that, vast and fearsome 
as the human scene has become, personal contacts of the right 
people, in the right places, at the right time, may yet have 
a potent and valuable part to play in the cause of peace which 
is in our hearts. 


The Balance of Power 


ANGLO-AMERICAN UNITY VITALLY NECESSARY TO WORLD PEACE 
By SIR ROGER MAKINS, British Ambassador to the United States 
Delivered before The Executives Club of Chicago, Illinois, February 18, 1955 


form of diplomatic life, and even if I had opened my 

mouth, nobody would have listened to what I had to say, 
and therefore, at that time, I was able to sample some of the 
less formal aspects of life in your great city. 

Anyway, I’ve been here many times since those days. I 
have been here three times already since I have been Ambassa- 
dor, and I know the traditions of rugged individualism and 
hard-headedness in the Middle West cover both open minds 
and warm hearts, and I’m going to trade on that knowledge 
today, because I am going to address you on a subject whose 
title would certainly have aroused suspicion 20 or 30 years 
ago, not only in the minds of any Midwesterner but of any 
American at all—namely. “The Balance of Power.” 


I FIRST came to Chicago in 1932. I was then the lowest 


History OF THE BALANCE OF POWER 


The history of international politics is full of phrases and 
labels—Entangling Alliances, the Monroe Doctrine, the Con- 
cert of Europe, Manifest Destiny, Co-existence and all the 
rest of them. Sometimes they form a useful shorthand for 
those who know their historical background, but often they 
become mere shibboleths, liable to mislead from constant 
misuse of misrepresentation. And for many years in this 
country, if there was one phrase which made a better stick 
to beat the European dog with than “‘secret diplomacy,” it 
was ‘power politics,” or “the balance of power.” This was 
commonly regarded as some sort of Machiavellian device in- 
vented either by the perfidious British or by the Germans 
—a kind of diplomatic sleight-of-hand ; worldly-wise, devious, 
immoral, unscrupulous, unselfish, and certainly quite un- 
American. 

Historically, the balance of power means the grouping 
of states to resist expansionist or aggressive designs of a coun- 
try or of a group of countries, to secure at least an equilibrium 
of forces. 

Now, this policy was pursued by Britain in the 18th Cen- 
tury, particularly in relation to France, with the support of 
Russia and Prussia. When the equilibrium established by the 
Treaty of Vienna showed signs of disturbance. Canning, you 
will remember, reached out and, in a famous phrase, called a 
new world into existence to redress the balance of the old. 
Nevertheless, throughout the 19th Century, the European 
balance of power was generally maintained, and only began 
to break down in the early part of the present century. 

But I have not come here today to give you a history lesson, 
although this might be the safest and the most prudent thing 
for a British Ambassador to do in present circumstances. 
Quite apart from international questions, I have become 
aware since I have been here of certain political forces com- 
peting with each other in this city. History records that at 


least on one other occasion, British personalities figured in 
your politics. In fact, I began to wonder whether the Chair- 
man of the Board of the Executives’ Club might not have 
some hidden motive in luring me here today, and I began to 
think that I had better follow the quip that “An Ambassador 
is a fellow who thinks twice before saying nothing.” 

However, gentlemen, I have been encouraged to chance 
my part and take the consequences. 

What I was going to say before I started to digress was that 
I only really wanted to suggest to you one general conclusion, 
and that is that wars only break out when the balance of 
power in the world—or in some part of the world—breaks 
down. 


WHAT IS MEANT BY POWER 


Now, in speaking of a balance of power, what do we mean 
by power? It is made up of ponderable and a ten 


factors—military power, economic power and willpower. It 
is not only what a country or a group of countries possess in 
terms of men and materials, but also what they are capable of 
producing. It includes the support, moral as well as material, 
which a country or a group of countries can count upon from 
its friends and allies. 

I make the assumption that the balance of power cannot be 
held in the world today between the Communist powers and 
the democratic powers (for that is what we are talking about) 
unless the democratic powers stick together. It has been 
suggested that because the most powerful force in the world 
today is the atomic weapon, the possession by one country 
of a stock of atomic bombs sufficient to deter aggression, is all 
that is necessary to hold the balance true, and that therefore, 
the need for allies is diminishing. This comfortable doctrine 
is encouraging to those persons (and there always have been 
some in countries which are leaders of coalitions) who regard 
allies as troublesome beings apt only to hinder rapid action, 
delay decision, and inspire doubts about their dependability. 
But though coalitions are difficult to run, and create many ex- 
asperating problems, particularly for the leading power, they 
remain essential. The leading power or powers can never 
afford to rely upon their own military strength, however great. 
In peace, as in war, they need not only the assistance in men— 
pe perhaps more important, in the materials and the 
strategic bases which an ally can offer—but they also need 
the sympathy and the good opinion of the largest possible 
number of people throughout the world. 

I believe that this good will and general support, not only 
among governments but among the masses of people in other 
countries, is one of the strongest intangibles in the interna- 
tional equation. For example, the ability of Britain and the 
members of the Commonwealth to sustain the struggle with 
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Hitler in 1940 was due in large measure to the moral support 
which the British stand received from large masses of people 
throughout the western world, and, indeed, the eastern world. 


While it is essential to recognize the problem of the balance 
of power as a global problem, it can still have regional im- 
portance, though the regional situations have to be related 
to the balance in the world scale. For example, the signifi- 
cance of a West German contribution to the North Atlantic 
Treaty Organization forces lies partly in the fact that it will 
help to redress the present imbalance in Europe as far as 
conventional forces are concerned. Again, an important aspect 
of the Indo-China Armistice was that the local power balance 
had changed to the disadvantage of the French, and could 
only have been redressed by a massive military intervention 
from outside. 

It is as misleading to think of power in purely military 
terms as it is to suppose that its balance is, or can be restricted 
to any one area, however large. You may remember that at 
one of the top level wartime conferences, when the invasion of 
Italy was being planned, someone mentioned the Pope; and 
Stalin is reported to have said, “How many divisions has he?”’ 
This was a very narrow view of power, and it seems even 
narrower today. But military power is, nevertheless, an ex- 
ceptionally important term in the equation. This is especially 
clear in the development of atomic weapons. 

I would say this, even though the Commanding General of 
the Fifth Army were not present at my side. 


DETERRENT TO WAR 


It is generally accepted that the main deterrent to Com- 
munist aggression after the second world war was the pre- 
ponderance of atomic power in the hands of the United States, 


which compensated for the allied inferiority in conventional 
weapons. Now that the Soviet Union has developed an atomic 
capability, the total superiority of the Western strength in 
atomic power no longer exists, and Sir Winston Churchill 
has referred to the present situation not as a balance of 
power, but as “‘a balance of terror.” Others speak of the 
“atomic stalemate.” Nevertheless, even though in absolute 
terms, either side could do crippling damage to the other, the 
relative balance in atomic power remains, we believe— in 
spite of Molotov’s boasts—markedly in favor of the West, 
and this is a very important factor. I might add that Britain 
is now emerging as a significant contributor to the Western 
production of atomic weapons. We have a steadily growing 
stock of many types, and we are working to increase their 
variety and power. It is unfortunate that we have to do 
that, but after consideration of all the factors involved, that 
is the decision of the British Government. 

Finally, I suggest that the nuclear weapon, in Sir Winston 
Churchill's words, “increases the chances of world peace far 
more than the chances of world war.”” This will be true even 
if the relative preponderance of the West in stocks of atomic 
weapons and in the means of delivering them is diminished. 


We can take heart, too, from the fact that in the field of 
so-called conventional forces, the absolute and perhaps the rel- 
ative power of the West has improved since 1947. We have 
individually and collectively increased our strength, for ex- 
ample, through the North Atlantic Treaty Organization, and 
we have altered the size and the shape of our armed forces to 
take account of modern developments in science and tech- 
nology. This question of the nature of the defense effort is 
a matter of current debate, into which I will not enter. But 
our two countries are faced with the same problem, and have 
come up with very much of the same sort of answer, as you 
can see if you have an opportunity to compare the President's 
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submissions to the Congress and the new and carefully con- 
sidered statement of British defense policy which was issued 
in London yesterday. 


“TRENDS IN ECONOMIC GROWTH” 


The fundamental question here is the total amount of 
economic resources which can be devoted to defense, and the 
division of this total between the various services. Owing to 
the technological demands of modern warfare, a strong 
economy is more than ever necessary to a strong defensive 
effort. Economic strength is, therefore, another vital term in 
the power equation. It is frequently asserted that the economic 
power of the Western industrial nations is diminishing in re- 
lation to the industrial power of the Communist nations and 
will continue to diminish. This causes some to say that we 
must extract the maximum advantage from our present pre- 
ponderance to force what is sometimes known as “the show- 
down.” But there is reason to suppose that the prospect is 
not quite as grim as it has sometimes been made out to be. 
In the free world, the profusion of economic statistics of every 
kind relating to every seer of activity is abundant, and a joy 
to our economists, but on the other side of the Iron Curtain, 
where it is regarded as a state secret, it is sparse. 


It is therefore hard to make comparisons, and there is a 
widespread feeling that the rate of Soviet economic growth is 
much greater than that of the United States and other Western 
nations, and that in a short time the Communists will have 
outstripped us. This, of course, is just the kind of impression 
which Communist propaganda wishes to create. It helps to 
bolster up the theme of the inevitability of capitalistic decay 
and of Communist domination. 

An important part of this “success story’’ which they en- 
deavor to propagate is the citing of percentages by the Com- 
munist authorities. In cases where the basis of production has 
been very low, the percentage of increase, even if it is no 
overstatement, may well be impressive. But the use of per- 
centages has the additional advantage that it obviates the 
need to produce “hard”’ statistics. From time to time absolute 
figures are published, but these, in turn, require expert inter- 
pretation. 

In these circumstances I have been particularly interested 
to see (and I recommend to your attention, gentlemen) the 
study, ‘Trends in Economic Growth—A Comparison of the 
Western Powers and the Soviet Bloc,” prepared for the Joint 
Committee of Congress on the Economic Report. The conclu- 
sion of this study is that “the present economic capacity of 
Western Europe, the United States and Canada is significantly 
greater in terms of absolute magnitudes, diversity and flex- 
ibility than the combined strength of the Soviet Union,” and 
that as regards the future, ‘‘an examination of the various 
factors of production in the United States and in the Soviet 
Union today gives strong grounds for expecting that the ab- 
solute gap in the size of the two economies will widen over 
the next two decades, although the rate of growth in the 
Soviet Union might be somewhat higher than the rate of 
growth in the United States.” 

These are large issues, and controversial issues, on which 
it is very difficult to speak with any degree of certainty, but it 
is desirable to try to keep the problem in perspective. Even 
though, as a result of their intensive effort and from their 
modest beginnings, the Communist countries are expanding 
economically at a greater rate than are the countries of the free 
world, the absolute gap, based as it were on the compound 
interest accruing to the larger capital sum of the West, will 
continue to widen in our favor. Perhaps these conclusions have 
also been reached by the Kremlin in doing its international 
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arithmetic, and with full knowledge of what is happening in 
the Soviet orbit. Conclusions of this sort would certainly be an 
incentive to place more and more emphasis on economic ex- 
pansion and development at the expense of the interests of 
the consumer and the good things of life. 

We know the Russians are conscious of the rate of economic 
growth in the West. It must be a grave disappointment to the 
Communist leaders, as well as an affront, that the West has 
not fallen into the serious capitalistic sump which they have 
until recently so confidently predicted. The recent change of 
management in Moscow, if you may so call it, appears to 
have had as one of its principal causes anxiety about the in- 
ternal economy, not merely in agriculture but also in industry. 
The policy of making life a little easier for the average Soviet 
citizen and of providing him with more consumer goods, al- 
though it had not been pushed as far as is sometimes im- 
agined, appears, nevertheless, to have been reversed in favor 
of more San industry and armament production. A deter- 
mined effort at the expense of further coercion and hard 
driving of the people is apparently to be made to increase the 
rate of growth in the Soviet economy, but it remains to be 
seen whether, in spite of all their efforts, the Communists can 
keep the gap from widening against them. This is a useful 
antidote to pessimism if it is not made an excuse for com- 


placency. 


SINO-SOVIET ALLIANCE 


I have not included China in these calculations. There we 
have a country of 600 million people, with a production of 
steel (I believe, although I don’t know what the validity of 
these statistics is) estimated at less than 2 million tons per 
year, and therefore, at present, dependent to a great extent on 
supplies of goods and armaments from the Soviet Union. 


Yet there is a speculative point here which it is worth 
while to mention. Nothing did more to disturb the balance of 
power in the world than the Sino-Soviet alliance of 1950, and 
the relationship between the two countries is of the highest 
importance. There are matters, political and economic, which 
might divide them, but these are not at present operating to 
draw them apart. That they are on a footing of equality is 
now evident. That their alliance is at present firm is probable. 
That until recently Moscow was trying to restrain Peking is 
possible. But the recent changes in the Soviet Union may be 
connected not only with economic trouble but with a change in 
the relationship with China—more arms and less restraint, 
perhaps. The main concern of the Soviet Union at present is 
to prevent the rearmament of Germany, and of China to pre- 
vent the resurgence of Japan. Perhaps this is the common in- 
terest which, above anything else, holds them together. All 
these things are matters of conjecture, but worthy of reflection 
and study. 

I’m sorry, Mr. Chairman, that I’m not able to bring you to- 
day what I might perhaps describe as a tip straight from the 
Hydra’s mouth. The Hydra, as you know, gentlemen, is an 
animal difficult to approach, and when you approach it, you 
find that it is many-headed. 


SPIRIT OF THE PEOPLE 


And so, Mr. Chairman, I come to the third and perhaps the 
most important term in the power equation. I refer to the 

wer of national resolution, or the spirit of the people, as it 
was called when men were not afraid of a resounding phrase. 
The threat to our democratic way of life comes not simply, 
perhaps not even principally, from Communist military might 
or economic competition. It lies in the more intangible realms 
of the mind and the will—for example, the will to resist the 
efforts which are constantly being made to sap our determina- 
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tion (I mean the determination of our Western countries) to 
use our ample resources to maintain and increase our economic 
and military strength. These would be of no value if the deter- 
mination of the free peoples to maintain and, if necessary, to 
defend their independence and way of life, were in doubt. 

It is not just the members of the coalition—for example, 
of the North Atlantic Treaty Organization, or of the new 
Manila Pact organization—which matter. It is also those coun- 
tries and peoples who have not finally committed themselves 
to association or even alignment with either the democratic or 
Communist group of nations. If, in the short and middle term, 
the balance of power is held by military and economic 
strength, the struggle in the longer term is a struggle for 
men’s minds. 

Every country is exposed to Communist propaganda, but 
there are important areas of the world which are particularly 
subject to internal dissension and to subversion. They may 
have no great contribution at the moment to make to the 
strength of either group of nations, but this does not mean 
they are not important in the world scale. That is why, since 
1947, the Russians have continually increased their pressure 
in the direction of South Asia and Southeast Asia. That is why 
the period of diplomatic activity which is opening this week 
end, with the departure of Mr. Dulles and Sir Anthony Eden 
and other foreign ministers for the conference at Bangkok, is 
invested with such major significance. 


NECESSARY COLLECTIVE EFFORT 


I repeat the assumption, Mr. Chairman, which I made ear- 
lier, that no one country is strong enough or powerful enough 
to maintain the balance of power in the world entirely by it- 
self. A collective resolve on the part of the free countries is 
necessary in terms of defense effort, economic strength and 
public morale. 

Now, though in this matter I can only speak for my own 
country, my experience in the United States has left me in no 
doubt about the quality of your resolution, and I wish to leave 
you in no doubt about our own. 

Today Britain and the United States are allies as well as 
partners, bound by common obligations in the North Atlantic 
Treaty Organization and the Manila Pact, linked by common 
interests elsewhere. With us, in the European pact, is your 
great neighbor, Canada, and in the Manila Pact, Australia, 
New Zealand and Pakistan, all members of the British Com- 
monwealth. 

I sometimes detect a rather ambivalent attitude toward 
Britain in American publications. On the one hand we are 
told—and there is an implied criticism in the telling—that 
we have lost power and are, so to speak, a wasting asset in the 
world. On the other hand, we are criticized for being a colo- 
nial power, and pursuing outmoded policies toward territories 
which pore So the authority of London. But, in fact, the 
direct power which we have lost as a result of the accelerated 
development of the British Empire into the British Common- 
wealth has been more than compensated by the new relation- 
ship with our partners and friends within that association. 


COMMONWEALTH STAND 


Gentlemen, I am sure you do not underrate the formidable 
complex of military, economic and moral force which the 
Commonwealth can exert in world affairs today. The prime 
ministers of the nine Commonwealth countries concluded a 
meeting in London on February 8th. All reaffirmed that their 
countries would remain united as free and equal members of 
the Commonwealth, freely cooperating in the pursuit of peace, 
liberty and progress. 
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“The Commonwealth,” they said, “is a unique system. Its 
countries contain a fourth of the world’s population, em- 
bracing people of many races and religions. Amongst its mem- 
bers are countries of importance in all quarters of the globe. 
Its strength and influence in the world today are derived from 
this and from a common outlook which, in spite of differences 
of geography, religion and race, evoke a broadly similar re- 
sponse to most international problems of the day.” 

That is what the nine Commonwealth prime ministers said, 
and that is a firm position. And do not forget that the Com- 
monwealth reaches far into Asia, and that its Asian members 
can play a leading role in the area stretching from the Persian 
Gulf to the frontiers of China. I have not overlooked the im- 
portance and the role of Western Europe and the other mem- 
bers of the free world, but I affirm that if the balance of power 
in the world today is to be firmly held, this can only be done 
if the Commonwealth and the United States work together in 
harmony. 


INCREASING TENSION 


We may now have finished a period of nearly two years in 
which the Soviet Union, without abandoning its objectives, 
appeared to wish for rather easier relation with the West. 
There was a good deal of talk about co-existence and of the 
desire to avoid conflict. There was reason to suppose that the 
Soviet Government would seek to moderate the vaulting am- 
bitions of Peking. Now the so-called “‘soft’’ policy seems once 
again to be becoming “hard,” there is no mistaking the menace 
in Molotov’s tones, though other voices have proclaimed that 
there has been no change, and that peaceful co-existence is 
still the aim. 

Well, gentlemen, we must not allow ourselves to be dis- 


turbed by the changing moods and faces of the Kremlin. We 
must certainly not model ourselves on the Sweet Alice of the 
poem and 

“weep with delight when they give us a smile and tremble 

with fear when they frown.” 

We must move resolutely and firmly along our path which 
leads to pews through strength, but in doing so, we should 


not blind ourselves to the fact that, while the prospects of 
war and peace may not have altered, the Communists both in 
Moscow and Peking have recently increased the tension, 
which had been relaxed. From one point of view this may 
help us to maintain our unity and to fortify our resolution. 
But it will also make public opinion, certainly in my country, 
which is well aware of what modern war would mean, look 
keenly at the current issues which could lead to war, and on 
which they might be invited to take a stand. 


PEACE THROUGH STRENGTH 


Once the ground is firm, the issues clear, the hazards of the 
threat of aggression will not make the British people falter or 
hesitate. They never have, and they never will. 

“Our immediate duty and our policy are clear,” says the 
most recent British official statement, ‘‘to build up our own 
forces, in conjunction with those of our allies, into the most 

_powerful deterrent we can achieve. By this means to work 
for peace through strength. Thus we shall hope to obtain real 
disarmament and relaxation of tension. But we must also. . . 
so organize the country as to enable us to survive and to defeat 
the enemy if all our efforts for peace should fail . . .” 


These, gentlemen, are not the propositions of appeasers, as 
we British are sometimes called here; they are not the propo- 
sitions of people uncertain of their course, or of their cause. 
They are de Spee ge which are, I believe, widely supported 
by our friends and allies in the United States, which today 
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bears-—and we all recognize it—so heavy a share of the re- 
sponsibility for the maintenance of the balance of power and 
the defense of freedom in the world. (Applause) 

PRESIDENT STIPP: Sir Roger, the first question is: “Why 
does England recognize Red China?” 

SIR ROGER MAKINS: Well, gentlemen, this is an old 
favorite. We recognized Red China in 1950 because we con- 
cluded the new regime in Peking had come to stay, we entered 
into diplomatic relations with that country. That doesn’t imply 
any kind of moral approval, nor does it indicate that we are 
particularly fond of the people we are recognizing. In fact, I 
think it was Sir Winston Churchill who said on one occasion 
that diplomatic recognition is not given to make comfort, but 
to secure a convenience. That convenience, of course, is the 
possibility of dealing with a country, of having our representa- 
tive there, of learning at first hand about what is happening 
there, about the personalities, and possibly to exercise some 
moderating influence. 

Now, those are reasons which I realize are different from 
those which many people of the United States regard as in- 
volved in the Red Chinese recognition, but that is why we did 
it. We did it before the Korean war, and I believe that the 
grounds on which we took that decision remain valid in spite 
of what has happened between. 


Question: “What is the British position with respect to 
Formosa ?”’ 

SIR ROGER MAKINS: The British Government draws 
clear distinction between the position in relation to Formosa 
and the position in regard to what are called the offshore 
islands. We regard the Strait of Formosa as being undeter- 
mined. It was taken away from China (I forget the exact date) 
under the treaty of peace between Japan and China about the 
turn of the century. It was made the subject of a declaration 
at the Korea conference that in due course it would be re- 
turned to China, and it was subsequently removed from the 
sovereignty of qm under the treaty of peace with Japan, 
but it has never n retroceded to China, and its status is, 
therefore, in suspense. That is our view, and I believe it to be 
the view of the United States Government. 

Although you, of course, are tied by treaty obligations now 
to protect Formosa and the adjacent islands, the Pescadores, 
we have no such obligation, and therefore, any involvement 
that we might have in relation to the defense of Formosa 
could only arise through our membership in the United 
Nations. Nevertheless, there is a clear distinction there, and I 
think it is very generally accepted by public opinion in Britain 
that the status of Formosa is that it is in a separate and dis- 
tinct category. 

Of course, the position of the offshore islands is rather dif- 
ferent, because those have always been regarded as part of 
the mainland of China, just as I suppose Staten Island has 
always been regarded as part of the American continent. We, 
of course—having recognized the Communist in Peking—re- 
gard those islands as being part of the Chinese mainland. 

However, what we have said (and this is as near as I can 
get to a direct quotation from what was recently stated in 
London) is that we would regard, in the present and peculiar 
circumstances of today, any attempt by the Chinese Com- 
munists to assert their rights over those islands by force to 
constitute a threat to peace and to be a matter of international 
concern. 

I repeat, that is quite different from our 
mosa in which we recognized it to be in a 
juridically, politically and strategically. 

Question: “Has socialized medicine helped the over-all con- 
ditions in Britain?” 


ition on For- 
ifferent category 
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SIR ROGER MAKINS: Well, gentlemen, as you no doubt 
know, if you spoke to an Englishman about socialized medi- 
cine he wouldn't know what you meant, because we don’t use 
the term at all. We call it the health service. 

I am well aware that this is a very controversial matter in 
this country. All I want to say is that the system of assistance 
in medical treatment in a large federal country and in a small, 
intergrated country is bound to be very different. As far as 
the system of the health service is concerned, it suits us, and 
I dare say it wouldn’t suit you at all. But it suits us, and while 
a new departure of the kind always takes a little time to get 
consolidated, and various deficiencies appear as it is intro- 
duced, I would say that it has helped a great many people 
throughout Britain, and that it has helped to raise the stand- 
ard of medical treatment over all, as an average, and it is 
well regarded by the British people as a whole. 

Question: “Do you think that England will ever give up 
Hong Kong?” 

SIR ROGER MAKINS: Hong Kong is British territory. 

Question: ‘Does the so-called cleavage between Britain and 
the United States seem in your opinion to be widening?” 

SIR ROGER MAKINS: Well, I was just congratulating 
myself, gentlemen, that I hadn’t seen anything in the press for 
about three or four months about the widening rift between 
Britain and the United States until, unfortunately, I saw just 
that headline in the papers on my right over here. 
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Naturally, there are ups and downs on the sutface of our 
relationship. We couldn't possibly agree about everything, and 
I don’t think it would be at all healthy and natural if we did. 
At the same time, while there are obviously issues on which 
we don’t altogether see obviously eye to eye, I think if you 
will look the world around, you will find that we are in 
general and broad agreement in our policies, not only in the 
general questions such as disarmament, control of atomic 
energy, but in Europe the Middle East, in Southeast Asia, in 
all the matters surrounding the new Manila treaty, in over 95 
per cent of the field, we are working together in close col- 
laboration and in harmony. Now, those are the governments. 
I realize, of course, that public opinion will say this and say 
that. I don’t think we pay too much attention to the occasional 
bouts of snarling and sniping which occur across the Atlantic, 
because I firmly believe that underneath all that there is a 
stream—a steady, deep current—of good feeling and a sense 
of partnership between our two peoples which will always 
prevail when it comes to any real crisis. I am convinced of 
that, myself. 

I have worked in daily contact with your government. I 
can assure you that we work together in the most friendly 
way, and, I think, with fruitful results. I do not think our 
interests are driving us apart. I think we shall continue to 
work together as we have done so successfully in the recent 
past. 


The Struggle in Asia 


NATIONALISM AND SELF-ASSERTION 


By GENERAL WILLIAM J. DONOVAN, Former Director, Office of Strategic Services 
Delivered before the Manhattan College Alumni Association, New York, New York, February 19, 1955 


Communist China and Soviet Russia going to do?”” How 
far will they go in their aggression? 

To the Asians, this is not “the Asian question,” although 
it is a question many of them are also asking. To them the 
Asian question is tied in with the issue of nationalism and 
self-assertion. Many of them are still thinking as if they 
were recently liberated colonial peoples, long dominated by 
Western powers. 

Of course, this an over-simplification. We cannot speak 
correctly of a single “Asian question” nor for that matter, 
of a single Asia. There are many Asias—each with its own 
point of view, its own problems and questions, with many 
ethnic, racial and economic interests. 

Our major problems are not necessarily their major prob- 
lems, and the Asians have different points of view from ours 
concerning Communism and the U.S.S.R. 

In the last ten years, we have watched a course of dynamic 
changes in Southeast Asia—the key strategic position across 
the main lines of communication between Europe and the 
Far East. These changes are the continuing repercussions of 
that “shot heard ‘round the world” which a New England 
Minute Man aimed at a representative of colonialism in 1776. 
We have come since then to understand and to appreciate 
the culture and history inherited from Europe. But this 
appreciation was only possible after we had become confident 
that our independence was secure. 

It is in the context of the colonial past that we must 
interpret the bitterness and distrust we find inherent in many 
of the new nations of Asia against their former governors. 


T« US in America the Asian question is: “What are 


For thirteen months, I have been in Southeast Asia and in 
a country which less than a century ago gave us the story 
of “Anna and the King of Siam.” That country is now 
called Thailand, a name which means ‘“'the land of the free.” 
It is the only country in Southeast Asia which kept its inde- 
pendence during the colonial struggle for power. That tena- 
city for freedom is being tested again today. In the face of 
that test, the Thai have not pleaded neutralism nor retreated 
under pressure. They have spoken boldly to our common 
enemy. They have declared their intention to fight for their 
liberty. When we called for collective action, Thailand re- 
sponded—as it had in Korea—without hesitation. That is 
the kind of ally we need on our side. 

South Asia stretches from the subcontinent of India to the 
vast island continent of Australia. In the center of this 
triangle lies the spreading culture of Southeast Asia, and on 
the island arc, at its base, are the archipelagos of Indonesia 
and the Philippines. 

When we look at our map we recognize that no one of 
the countries in that area can alone resist Communist attack. 
Only united can they stand—in spite of the differences that 
lie between. 

Burma, Indochina, Thailand, Malaya, Indonesia and the 
Philippines should be dealt with,as one strategic unit. For- 
mosa, Japan and Korea must be considered in its defense. 

But why, should this audience be concerned with the news 
from Bangkok or Saigon or Djakarta? The answer lies, I 
think, somewhere in the lessons of World War II. Then 
it was the Axis powers who dismembered the smaller coun- 
tries around them. We cannot say that we were unaware of 
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their plan. Hitler published his intentions to the world. 
Those difficult years taught us that security is not found in 
appeasement and retreat. 


World War II cost us a great deal more than a prepared- 
ness program would have cost us—a program which could 
have shown the Nazis that we had muscle behind our words. 
Aggression against smaller countries was only the beginning 
of a larger attack on us—Pearl Harbor was the proof of that. 

Today it is the Communists who seek to dominate the 
world. They, too, have published their intentions and have 
left no doubt about the meaning of their words. During 
the last eight years they have made Eastern Europe a slave 
of Moscow; only the clear intervention of-the NATO Powers 
has stopped them in their tracks. Blocked in Europe, the 
Communists have turned to Asia for new satellites for their 
Empire. China, Tibet, North Korea—and tragically, Viet 
Nam, have already paid the price. 

The security of every free nation is part of our own 
security. For that reason, their defense is our defense. 

We must remember that the goal of the Communists has 
not changed. They have not disavowed their aim of violent 
revolution. They have not withdrawn their political ‘ para- 
troops from behind our lines. If there is one constant in 
Communist dogma it is that the ultimate goal must always 
be world domination. 

While tactics may change, Communist methods do not 
disappear. Conspiracy, subversion and lies remain the 
weapons in their arsenal and they will continue to be used 
wherever they can be most effectively employed. 

Let us not fool ourselves into thinking that Mao tse-tung 
is about ready to throw out 30 years of Communist educa- 
tion so as to embrace the West in sympathetic understanding. 
If he is anything, he is a trained and loyal disciple of Stalin. 
He did not accept control of Chinese Communism in order 
to destroy it. The seizure of China was for Communism a 
major victory. The full consequences of that triumph have 
yet to unfold, not alone in China but throughout Asia and 
the rest of the world. 

The Free World is contending with a series of little but 
bloody wars; the Burmese have been fighting in their northern 
provinces against Communist elements trained in Peiping and 
Moscow; Soviet Russia supports Communist China in its 
aggressive Operations; the British are resisting a campaign 
of ambush and assassination by Communist terrorists. 
A serious block to an early solution of Malaya is that a 
Malayan nation does not exist, nor can it be established within 
several years. Approximately 45% of the total population 
is Malay; 45% Malayan-born Chinese and 10% Indians. 

In Malaya, 95% of all terrorists are Chinese, 2% are 
Indians and 2% Malayans. Terrorists operations are con- 
ducted by small groups rarely exceeding five or six em 
Punitive in nature, and designed to disrupt and terrify. 

A vital part of the war in Malaya is the struggle for the 
loyalty of the Aborigines of the jungle-covered mountains 
against the Communist insurgents. Formerly dominated and 
used as allies by the Communists in that area, these dark 
skinned men of the deep forest are being slowly won over 
to the British. A series of air supplied British forts estab- 
lished deep in the jungle are bringing the little Aborigines 
to the British side and forcing the Communists into a sweep- 
ing change of war tactics. 

Only a few months ago did eight years of fighting in 
Indochina come to an end. Once this area was called French 
Indochina. Today it is divided into the nations of Viet Nam, 
Laos and Cambodia and the term Vietminh is used to identify 
that part of the population who are Communists. When that 
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war started in 1946, the United States was in a position to 
support the non-Communist Nationalist forces in Viet Nam 
and help them reach a peaceful settlement with the French. 
Instead, Washington stood aloof from the struggle in Asia 
and dismissed Indochina as “just another fight against colo- 


nialism.” 
The Vietnamese wanted freedom as India, Pakistan and 


Indonesia wanted freedom. The challenge to us was both to 


help them secure independence and to reveal the Vietminh 
as the cover for a Communist intrigue which would threaten 
Vietnamese freedom. 

Almost two years ago, a major effort was decided upon 
to help in the preservation of the three nations of Viet Nam, 
Laos and Cambodia. It was believed that the mobilized forces 
of these three countries, together with the French forces, 
promised sufficient strength to repel and perhaps destroy 
Vietminh power. The United States contributed $2 billion 
for arms and material. 

The French Union forces outnumbered the Vietminh’ five 
to three. Their supplies were plentiful and their arms and 
equipment our best. However, they were deficient in their 
intelligence concerning the enemy’s resources and strength. 
This enemy did not wage war in the classic style. This was 
a wart fought from the submerged sanctuary of a rice paddy 
or by stealth and terror in the night. It was a war of uncon- 
ventional tactics for the most part—tactics which the OSS 
had mastered and used to great advantage in the last war. 

The am weakness of the French Union's position was 
not military but political, What was needed was a major 
political offensive which was bold, imaginative and immediate. 
Instead, the operation was conventional in character and lack- 
ing in understanding of Vietminh tactics. Its purpose should 
have been to guarantee and assure Vietnam its full sover- 
eignty, taking account of the irrepressible power of national- 
ism. Instead, the treaties giving sovereignty were not even 
initialed until after Dien Bien-Phu and the symbol of Freneh 
colonial rule—Norodom Palace in Saigon—was not turned 
over to the Vietnamese until this past September. 

The Geneva Settlement confirmed the fruits of Communist 
aggression. In the Far East, it is well known that the 
armistice in Korea did not solve the problem of that dis- 
tressed and devastated land. Korea today is not unified.- It 
remains divided by an arbitrary line, with half of the country 
under the occupation of almost a million Chinese Commu- 
nist troops. Renewed efforts to solve the problem at the 
conference in Geneva resulted in a complete deadlock. The 
people of Korea are in a state of high tension and agitation, 
for they are in full agreement with Lincoln that a country 
half slave and half free cannot stand. 


What are the results of that conference? The most serious 
problem created by the Geneva Agreement is the splitting 
of the State of Viet Nam, roughly at the Seventeenth Parallel, 
into a Communist controlled North and a non-Communist 
controlled South. This means that another country fighting 
for its freedom and independence has been dismembered. 
Like Korea, an arbitrary line was drawn across the waist of 
Viet Nam, against the declared wish of the people. The 
representatives at the Conference, in a political front—sat 
at the same table with the Chinese Communists as co-partners 
of peace, and by a stroke of the pen turned over to the 
Communists 62,000 square miles of land rich in natural re- 
sources and 12 million helpless people. As the Vietnamese 
Ambassador to the United States put it—his country was 
first devastated by war and is now mutilated by peace. 

The Conference in Geneva far from making a contribution 
to peace as has been frequently claimed, as added to this 
troubled world another truncated country—half Communist 
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and half free. This presents an additior.al source of inter- 
national tension which the Communists will never fail to 
exploit for all it is worth. 

For Southern Viet Nam a permanent political solution is 
intended through the means of free general elections in 1956. 
We can best prepare for their result by admitting that these 
elections will be an uphill fight. Already complications have 
arisen by a great influx of refugees into the South. Almost 
one half million have already fled to the Saigon area. 

The present Government is headed by Ngo Dinh Diem, an 
intense nationalist and an incorruptible man who has in his 
lifetime opposed domination of his country by either the 
Communists or the French. His national program of reform 
and advance has been delayed by a conspiracy of non-co-oper- 
ation and sabotage on the part of certain of his own groups. 

On February 12, General ‘“Mike’” O’Daniel, Chief of the 
United States military mission in Saigon, assumed charge of 
training the South Vietnamese army. He will act under the 
over-all authority of General Paul Ely, French Commander- 
in-Chief in Indochina. 

General O’Daniel will have an American staff cf 300 
officers and non-commissioned officers together with 1,000 
French. 

The Vietnamese Army will be reduced from 220,000 to 
about 100,000 plus a mobile reserve of 150,000 and have an 
average of 140,000 before the end of 1955. 

Training methods will be based on those used to form the 
South Korean army with emphasis on practice instead of the 
largely theoretical training given officers at the Delat School, 
modeled after French Military Academy of Saint-Cyr. The 
army will be, above all, according to American ideas on the 
subject, a police force capable of spotting Communist guer- 
rillas and Communist efforts at infiltration. 


Two treaties have been entered into by the United States: 


1. The treaty between the United States and Nationalist 
China in which the President and Congress have given a 
formal commitment to defend Formosa and the Pescadores. 

2. In his speech of February 16, Secretary Dulles said that 
under the terms of the treaty the United States is firmly com- 


mitted to the defense of Formosa and the Pescadores. These 
islands became a part of the Japanese Empire in 1895. They 
continued as such for half a century, until they were yielded 
up by Japan as a result of her defeat in war. 

These islands are a very vital part of the Western Pacific 
defense system. The Secretary points out that as a result 
Formosa and the Pescadores have been and continue to be:a 
matter of concern to the United States. 

In 1945, Nationalist China was given authority over these 
islands. When the Red aggression against Korea occurred in 
1950, President Truman ordered our Pacific fleet to defend 
Formosa against possible Chinese Communist attack. 

This combined determination to defend Formosa has been 
recited into our Mutual Defense treaty with Nationalist China. 

At Bangkok, the Southeast Asia Treaty powers—United 
States, United Kingdom, France, Australia and New Zealand 
plus Thailand, Pakistan and the Philippines, are undertaking 
to implement their mutual defense against Communist infiltra- 
tion and military action. 

The present danger lies in jumping to the conclusion that 
at last the Communists have taken a softer tone and that 
when they talk of disarmament or free elections, they mean 
what we mean. Instead of that being the case, their meaning 
of “peaceful co-existence” is miles apart from our meaning. 

In fact, since first the Communist world raised that slogan, 
two wars have taken place in Asia. One in Korea—the other 
in Indochina. Both wars were fought under the Communist 


banner of peace. 
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Let us also remember this: 

Whatever the Communist motive in proclaiming ‘peaceful 
co-existence’’—as well as the “peace offensive’—it is well 
timed not only to jeopardize the whole fabric of our European 
defense but also to upset our efforts in the Far East. It cannot 
fail to strengthen neutralist sentiments in those parliaments 
where rearmament and European unity are now being dis- 
cussed. Our own Government will be under severe pressure 
to reduce military and foreign spending, and our material 
and mental preparedness will be reduced accordingly. The 
power struggle continues and this new offensive can be even 
more dangerous to our goals than a full-fledged military 
campaign. 

You may ask this question: 

“What is our goal in this struggle?” 

I would say this: 

Overall, we must strive for the acceptance of the concept 
of human freedom in a world of peace. But that is an ideal 
and because it is an ideal we should not expect its perfect 
achievement. 

There are more immediate goals: 

In Europe we must recognize the need to repair the setback 
of the idea of European Unity. 

In Asia we find the decision at Djakarta by the Prime 
Ministers of the Colombo Powers, that is to say of Pakistan, 
India, Burma, Ceylon and Indonesia to call a conference in 
April of the 30 “independent governments’ of Asia and 
Africa. The fixing of April as a date for the meeting of the 
Asian-African Conference is in effect the setting of a kind of 
deadline for a great many issues, such as Formosa, and per- 
haps North Africa as well—which will have to be much 
more clearly dealt with than they are now. 

The official communique all but says in so many words 
that the Conference will consider our intentions in Formosa 
and Korea, the French intentions in North Africa and South 
Vietnam, the Netherlands’ position in New Guinea, the 
British in such places as Cyprus. 

The Conference intends to promote economic, social and 
cultural co-operation. But the least common denominator 
among the members, the sentiment which unites them most 
easily, is their alignment on what the communique describes 
as “problems affecting national sovereignty and of racialism 
and colonialism.” 

The countries on China’s rim need to be buttressed. We 
have shown what can be done to aid these countries. With 
the help of an American military training mission, the Thai 
have doubled their army within the last year. They have an 
Air Force equal in skill to that of the Formosan Air Force. 
Of course, in an attempt to weaken the Thai will to resist, 
the Communists have placed political agents in Laos and 
Cambodia. 

The Thai, however, are spiritually prepared to meet that 
strategy with strong, exacting and affirmative action. There 
are 60,000 villages. In every village they are instructing their 
people how to know the enemy, his aims and purposes, and 
how these aims and purposes can be countered. 

In every echelon of their Government, the highest and the 
lowest, in every Ministry, in the Armed Services, with the 
provincial governors—all are charged with the responsibility 
of assisting to build a moral bastion of resistance against sub- 
versive penetration. 

Added to this, and in the practical aspect, they have called 
for volunteers—three men from every village—as part of a 
National Home Guard. With a heritage of eal, ted and 
born to a tradition of devout Buddhism—they know they must 
attain spiritual health. 
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Thailand’s neighbors to the East and the West—both Burma 
and Cambodia—have shown the same determination as Thai- 
land to keep their freedom. Five years ago, the Burmese 
Government was surrounded in its own capital by insurrec- 
tions incited and guided by the Communists. Today, within 
the country, the Communists have been beaten and the Bur- 
mese have re-established control. The Cambodians showed 
their firmness at the Geneva Conference. Despite the counsel 
of their allies, they refusd to surrender to Communist de- 
mands. As a result of their firmness, the territory and sov- 
ereignty of Cambodia were not violated. 

These three countries are the principal Buddhist nations 
of Southeast Asia. With a common faith as a unifying force, 
they have each begun to put aside their centuries of mutual 
rivalry and strife. Together, Thailand, Burma and Cambodia 
can fill the strategic weakness caused by the Geneva settle- 
ment and can, by joining with Viet Nam, give added strength 
to this area. 

With the exception of Thailand, all of the present coun- 
tries of Southeast Asia were born since World War II. If 
we can help give them a. generation without Communist 
interference, they will be able then to stabilize and secure 
their independence. 
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From what I have recited, ‘it is evident that the Free World 
has made some important gains and suffered some important 
losses. We have sought solutions to alleviate the conditions 
of continued poverty in the under-developed countries of 
Asia. 

The Communists, on the contrary, count on that continued 
poverty in these under-developed countries to soften up new 
areas for conquest and control. Moscow and Peiping have 
no solution for their problems in Asia other than to preach 
hatred of the West and to offer glittering promises which 
they do not intend to keep. 

At this critical period of our country, we must have a 
Government of self respect. As a people, we create that 
self-respect in our Government. However, we must recognize 
that we are in a conflict which will be with us for at least a 
generation. Perhaps for 50 years to come. Let us face the 
simple fact—there is no gadget or device for victory—to 
think so is to delude ourselves. 

We cannot buy our way out nor appease our way out. Our 
moral strength is in ourselves—in our. patience—in our cour- 
age—in our decision—and in our resolution. 


America, Trust Yourselves a Little More 


HAVE FAITH IN YOUR OWN IDEALS 
By SYNGMAN RHEE, President of Korea 


Delivered in Seoul, Korea, March 1, 1955 


dependence Day since the liberation of our nation from 

Japanese aggression. We meet today to pay tribute to 
the patriots of 1919, who undertook to keep the ideal of free- 
dom alive when all around them it seemed to be dead. They 
lived under the tyranny of one of the world’s worse police 
states, and yet they dared to speak out for justice and liberty 
at the risk of their own lives. 

The best tribute we can pay to them is to show by our own 
actions that their courage and faith are still alive in our own 
hearts. The darkness of our own times is like the darkness of 
the totalitarian terror under which they were enslaved. The 
dangers of our time may be even greater, but so are our op- 
portunities and our responsibilities. 

The patriots of 1919 had no Government they could call 
their own and no soldiers to defend their cause. They had no 
Allies upon whom they could call for help. They had very 
little to sustain them except their faith in freedom—and this 
faith proved to be enough. 

We in our time see our nation devastated, divided, and 
threatened by the worst aggressor in all history. But we do 
have a Government and an army of our own. And we do have 
Allies who have proved their integrity and unselfishness in 
standing by us in our darkest days. 

Korea has become a symbol in the eyes of the world. We 
were threatened, but we refused to surrender. We were in- 
vaded when we had almost no army at all, but we fought 
back with endless devotion to our democratic liberties. The 
world has learned a great lesson from the spirit and courage 
of the entire population of Korea. Our people endured the 
worst suffering ever visited upon any nation in the disastrous 
winter of 1950. And despite everything that has happened to 


T cere is the Tenth Anniversary of our Mansei In- 


us, the determination of the people of Korea remains as a 
bright light to encourage all the free world in its struggle 
to beat back the dark and evil aggression of Communism. 

I do not mean to say very much about what we Koreans 
have done. You know what you have all had to endure, and 
you know that you would suffer as much again, and many 
times worse if necessary, rather than submit ever to the slav- 
ery of Communism. 

In this life and death struggle we count on the nations of 
the free World, and especially on the United States. In this 
time of tortured history, there is only one strong barrier 
that stands between the Communist tyrants and their dream 
of world conquest—and that barrier is the strength of the 
United States of America. 

This strength of America is not alone military or industrial ; 
it is largely moral and psychological. It is the same strength 
that prompted the fathers of the American Revolution to de- 
clare their independence in 1776 and it is the same strength 
which inspired our patriots to declare our independence in 
1919. It is the strength of idealism which led the United 
States to take the lead in bringing the free world to our sup- 
port when the Communists attacked us in 1950. It is this same 
unselfish spirit of brotherhood that leads America to help 
us with our economic reconstruction and that is attempting 
to build an alliance of anti-Communist strength in Asia. 

There is an old saying that those who will not learn from 
history will be required to repeat it. I wish the Communist 
rulers would meditate long x ¥ deeply upon the role that the 
United States has played in all its history. America never 
has been a colonial power. When it came into the Philippine 
Islands and later into south Korea, it was with the aim of 
liberation and assistance, not aggression. 
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There is no more ridiculous charge ever made than the 
repeated propaganda of the Communists that the United 
States is building up military bases in Asia for purposes of 
colonialism and imperialism. Exactly the opposite is the case, 
as has repeatedly been proved; but they recite their lie in 
order to deceive the uneducated masses of peoples and line 
them up against America. 

The United States entered south Korea with its armies when 
we had no government and no military strength of our own. 
It helped us to conduct elections and build our own de- 
mocracy ; and it has armed and trained for us an army for our 
own self-defense. Similarly, the United States has intervened 
in Chinese affairs solely to help defend the last outpost of 
Chinese independence, for the everlasting benefit of both the 
entire free world and the great masses of the Chinese people 
themselves. One of the greatest proofs of American generosity 
is the great helping hand it has extended to its defeated 
enemy, Japan. 

I wish the people and the Government of the United States 
were not quite so quick to criticize and doubt themselves. 
When they hear the Communist propaganda charging that the 
people of Asia do not like their interference, they are fearful 
that there might be some truth in such charges, and they have 
a tendency to withdraw. 

If I could deliver just one single message to the heart of all 
America, it would be this: trust yourselves a little more! Have 
faith in your own ideals. For truly the American principles 
and the American ideal are the last great hope of the world. 

The people of Asia know America, perhaps better in some 
ways than the Americans know themselves. It is too bad that 
American newspapers have so much to say about the supposed 
dislike and distrust of the peoples of Asia toward the United 
States. It is too bad there is so much discussion in America 
of the fact that the only atomic bombs ever used in warfare 
were those dropped by American aviators upon an Asian peo- 
ple. This kind of self-castigation has partially at least closed 
the eyes of the American people to the tremendous position 
of strength they hold in our hearts. Stories such as these are 
created by the Reds to win over the voting population of every 
land as part of their Communist revolution campaign. In this 
way the Soviets have succeeded in making many nations their 
satellites. All intelligent Americans should realize this and 
make it known to their fellow citizens. 

No Asian will ever forget that at the time of the Boxer 
rebellion the United States used its indemnity from China to 
educate Chinese students. No Asian will or can forget that the 
entry of the United States into the Philippines was for the 
purpose of educating and assisting the Philippine people to 
attain their independence. No Asian can overlook what the 
United States is doing for Korea and China. 

The truth is that the United States is a giant only partly 
aware of its own strength. When that giant is awakened by 
some awful catastrophe, as it was at Pearl Harbor, its strength 
is shown to all the world—as is its generosity and forbearance 
after the fighting is ended. 

Perhaps it is inherent in any democracy that its real power 
is concealed except in emergencies. In this period of half- 
war, half-peace—when every responsible statesman is doing 
his best to prevent a world disaster—the democracies reveal 
to everyone their own self-criticisms and their own tendencies 
“to retreat as far as possible rather than to fight. 

Under such circumstances, it is the totalitarian dictatorships 
that look powerful. While the democracies fear that any show 
of defensive force might precipitate a world war, the dictator- 
ships launch huge air raids upon democratic areas. When con- 
ferences are held, the democracies do all they can to “relieve 
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tension’”’—while the dictatorships seize that occasion to launch 
threatening military attacks—as they did at Dien Bien Phu 
during the Geneva Conference. 

But while the dictatorships look, talk, and act fierce, the 
facts show that they are nothing but paper dragons. Red 
China has a large army, but the masses of Chinese hate their 
masters; and there is nowhere on the continent of China any 
industrial power to support a major war. Russia conducts a 
tremendous game of global bluff, but is weak in oil, coal, and 
steel—and has behind its Iron Curtain an uneasy collection of 
captive peoples who long for the opportunity to re-assert their 
historical independence. 

In 1919 the patriots who launched the Mansei Revolution 
had very little to uphold them except faith in themselves, in 
the decency of mankind, and in liberal democracy. Their 
greatest Ally was courage, and with it they cast aside fear. 

In this world of 1955 the democracies of the earth have no 
greater need than that same self-confidence and idealistic faith. 
What is it that causes some of our friends to be afraid? 

Is it death that they fear? If so, they should remind them- 
selves that all through human history brave men and women 
have had to risk their lives in order slowly and painfully to 
win the liberties that we enjoy today. 

Are they afraid that in another world war civilization it 
self may be destroyed? If so, they should take note of the 
fact that democratic civilization already has been erased from 
more than half the population of the world. The rest of our 
civilized areas may also be lost unless we acquire the vision 
and courage to defend the great heritage that has come to 
us from the past. 

I do not wish on this occasion to issue only a simple re- 
statement of democratic principles. If I emphasize them, it is 
not with any intention of iin the direct issue of what we 
should do to confront a very immediate and present threat of 
Communist aggression. 

What I do deeply believe is that our greatest enemy is not 
the armed masses of Communist soldiers who confront us with 
one gun in their hands and another gun held at their own 
backs. The greatest enemy of the free world is its own fear- 
fulness and self-doubt. If this can be overcome in time, the 
Communist dictatorships can be stopped and the rot that lies 
behind the Iron Curtain can be exploited to cause its own 
collapse. 

For ten years, after the German and Italian and Japanese 
aggressors were soundly defeated, the free world has retreated 
time and again before the onward rush of the Communist 
imperialists. This retreat by the free world and the consequent 
advance by the Communist dictatorships has created an illu- 
sion of weakness on the part of the democracies and of 
strength on the part of the dictatorships. 

The grave dangers-that confront us all arise in large part 
from the existence of that illusion. It blinds the judgment of 
the Allied statesmen as they seek for the means of self-de- 
fense. And it similarly blinds the Communists, as they make 
increasingly grandiose plans for still faster advances. 

Back in 1917 the intellectual Marxians still believed that 
they had no other choice than to wait and hope that Karl 
Marx was right when he promised them that the free world 
would fall of its own errors and thus pave the way for a non- 
violent triumph of Communism. 

The success of the Communist revolutionists is seizing con- 
trol of Russia led them to raise their hopes still higher. Then 
they began to plan actively for worid conquest—and under 
Lenin's leadership they laid down the principle that the surest 
way to world conquest led through Asia. 
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During the past ten years the ambitions of the Communsits 
have constantly expanded. They no longer look to an inde- 
finite and distant future, when the world will fall into their 
grasp through sheer decay. Now they believe they have built 
up a military power and a myth of invincibility that will carry 
them triumphantly through a succession of easy victories to a 
climactic war of annihilation. 


The choices that lie open to the free world today are far 
more limited than they were ten years ago. There is no easy 
road to salvation. There is no security to be won without risk. 
No one but a demagogue can promise peace and security for 
freedom except by the harsh and painful way of courage and 
sacrifice. 

The role of Korea in world affairs is not one of primary 
leadership. We are not even a member of the United Nations. 
We cannot proclaim a program and expect to rally the free 
nations around us to achieve it. 

Nevertheless, we do feel that our nation has a mission 
worthy of our great history. When the Communist aggressors 
struck against us, we fought back. Despite our grievous suf- 
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fering, when even our Allies thought the time had come for a 
compromise peace, our united voice was raised to ask for yet 
more sacrifice and suffering in order to gain a basic and es- 
sential victory. 

And now, when new crises sweep across the world, our 
voice is still raised to counsel courage, and faith. We stand 
on the frontal battlefield of the global struggle, but we seek 
no fancied and false security in neutralism or in the com- 
promise with aggression that all history teaches is only a short- 
cut to defeat. 

We believe in victory. We know what Communism is, and 
we do not think for an instant that it is possible to appease 
its ambitions. We do not try to coexist with cholera. And we 
do maintain our hope that this spirit of Korea will yet prove 
of genuine value to the free world. 

We are not a big nation but we refuse to be a weak one. 
And we face the future with confidence, because we know that 
among our democratic Allies there exists the only genuine 
reservoir of strength that is great enough to determine the 
future destinies of the world. 


The Mistakes of Karl Marx 


ANALYSIS OF CAPITALISTIC AND COMMUNISTIC SYSTEMS 


By LOUIS M. HACKER, LL.D., Dean, School of General Studies, Columbia University 
Former Harmsworth Professor of American History, Oxford University and Lecturer, Cambridge University, England 
Author “Triumph of American Capitalism” 


Delivered before the Economic Club of Detroit, Michigan, January 10, 1955 


I 


OMMUNISM is distinguished, in the words of Karl 
cS Marx, by the fact that it constitutes a scientific analysis 

of the processes of historical development and change 
in man’s political and economic institutions. Such, at any 
rate, are the claims of Karl Marx and his disciples; but it 
should be pointed out that the greatest victories of communism 
have been achieved in those lands where its appeals could be 
emotional and mystical rather than intellectual and scientific. 
Upon this last almost all of us are agreed, that communism 
has the same militant and, in fact, evangelical quality that 
early Christianity and Mohammedanism possessed. On the 
other hand, the case for the capitalist position must be made 
almost entirely in intellectual terms and its appeals must be 
directed to the minds rather than the emotions of men. 

The analysis I mean to present today is in precisely such 
terms. I shall try to offer to you a logical statement of the 
intentions and methods of the capitalist system; and do the 
same for the communist system. In attempting this, I may be 
regarded with suspicion in some quarters; for such an exer- 
cise—at least, as to communism—I must confess is currently 
unpopular. 

I submit, however, that only by a careful study of the ideas 
and ultimately the hopes of the communist system will we be 
able to provide ourselves with a full armory of weapons with 
which both to meet the ideological assaults directed against us 
and to turn aside those criticisms that predict our ultimate 
failure. Indeed, I am so bold as to believe—if for the next 
generation or so a battle of books is to rage—that the only 
anti-communist literature that we ought to familiarize ourselves 
with are the writings of the communist fathers themselves. 
Not only must we know fully what were in the minds of 
Marx and Engels and Lenin and Stalin but their ideas must 
be so completely mastered by us that we shall be able to reply 


to them from their own mouths. Rather than banning the 
publication and reading of communist works, I should like 
to see them required study by every community and in every 
college and university in the land. 


Il 


At the outset, I should like to define very brieflly the broad 
characteristics of the capitalist system. We may simply note 
here that a capitalist society is that form of economic organi- 
zation where free choices in the use of limited resources are 
exercised by men through the agencies of money and credit. 
Free banks and a safe guarded public fiscal policy are at the 
heart of such a system. The former makes credit available 
for new ventures, either short-term or long-term in nature; 
the latter protects the quality of money and seeks to regulate 
its quantity. 

Either through state action or the support by public author- 
ity of a central bank, confidence among innovators or enter- 
prisers is established so that risk-taking becomes a normal 
habit of business men. The role of the risk-taker or adventurer 
(this latter was the early name for the business man) is an 
important one, for the capitalist system is characterized by 
failures as well as successes and losses as well as profits. At 
certain points in the development of a country’s economy, 
it can be argued that risk-taking is so universally accepted 
that losses are much heavier than gains, at least in the begin- 
ning of a new series of enterprises. 

Risk-taking, in consequence, is an important element of the 
capitalist program; and in this fact are to be found its hopes 
for economic progress. A theory of historical change might 
be presented—directly opposed to the dialectical theory of 
communism—based on the thought that significant innovation 
in our western history has occurred only as new generations of 
risk takers or adventurers or interlopers have emerged to ex- 
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plore opportunities for self-aggrandizement and economic 
change. The obvious examples that come to mind are the new 
leaderships in the west that made possible the commercial 
revolution of the sixteenth and seventeenth centuries and 
the industrial revolution of the nineteenth century. If I speak 
of these revolutions as having opened up new opportunities 
for advance for the west, I must not, by any stretch of the 
imagination, be charged with an economic interpretation of 
history. 

The communist analysis of history and its so-called laws of 
economic change are at opposite poles from the theory I have 
presented above. Karl Marx called his program ‘“‘scientific 
socialism,” and by this he meant that historical change and 
the broad character of the future could be studied and pre- 
dicted in terms of laws which had the uniformity and certainty 
of Newtonian physics. Marx, regarding the social relations 
of men, was ready to accept the presence of invariant laws 
that, functioning in a pattern of conflict, led inevitably to 
higher forms of society with communism as the ultimate 
outcome. Marx called these laws “‘dialectical,’’ as had Hegel 
before him, except that for Marx dialectical law operated only 
in the material (i. e. property and class) relations; such laws 
led to change in closed systems; and they acted only through 
conflict. Hence, neither chance nor choices guided major 
decisions; and the maintenance of compromise over long 
periods was out of the question. 

This is not the place, even in passing, to discuss the so- 
called laws of the dialectic. Enough for our purposes to 
observe that under the dialectic when new beginnings occur 
they take place at a higher level; and that within each closed 
system the forces of dissolution quite quickly emerge. To 
Marx dialectical law worked only materialistically. A dia- 
lectical analysis was monistic because it could accept only 
property relations and class divisions as the basic norms of 
society. In consequence, a materialistic, dialectical interpre- 
tation of history was prepared to assume the inevitability of 
revolution because only in this way could the forces of history 
be speeded up. 

So much for the broad underlying conceptions of historical 
change and, presumably, social progress. On the basis of 
these Marx, in his Communist Manifesto and his subsequent 
writings, was ready to make a number of ang gam about 
the world in which he was then living. I think it would be 
proper to call these “the mistakes of Marx,” because in no 
instance were his predictions fulfilled. And yet, impressively 
enough, these charges against the capitalist world remain the 
most important ideological weapons that the communists use 
in their running fight against the west. Let me briefly sum- 
marize these mistakes of Marx. 

The first is what Marx called the polarization of society. 
He declared that as industrial capitalism continued to grow, 
there would occur within it a concentration of ownership and 
economic power in the hands of smaller and smaller groups 
of men and companies. At the other pole, as a result of the 
growing expansion of the wage-earning population, there 
would emerge that large host of propertiless workers who were 
dependent upon and exploited by the owners of the means of 
production. Concentration would appear in all sectors of 
economic life, industrial, mercantile, and agricultural. The 
little, independent owners—that is, the great middle class of 
small property possessors—would be eliminated by violence, 
fraud, and bankruptcy. Thus, in time, facing each other would 
be these two hostile ranks of great owners and many workers: 
reconciling their interests was out of the question. 

This Marxian prediction, of course, has been a false one. 
One of the most important characteristics of our modern 
society, notably as technological advances have been made, 
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has been the continued expansion of the middle classes. In 
agriculture, family farms are efficient and, in fact, continue to 
grow in numbers. In the profession, there has been a very 
large increase in the numbers of the self-employed and those 
who use their technical skills as salaried workers. Small busi- 
ness regularly appears and not infrequently developes into 
large business. Most interesting of all has been the decline’ 
relatively in the numbers of the unskilled, as skilled workers 
in plants and offices have multiplied by leaps and bounds. 

The second significant prediction of Marx has had to do 
with the growing impoverishment of the working classes. 
Concentration of economic power was to lead, in the Marxian 
book, to a decline in the living standards of laboring peoples 
the world over. Marx’s failure in this sector has been most 
impressive. Beginning with 1850 and continuing up to the 
present time, there has taken place a truly astonishing in- 
crease in the real wages of workers in every country where 
industrialization has taken root. On this point I want to 
present fuller evidences a little later; enough for our purposes 
to observe a general improvement in the welfare of total 
populations, wherever capital investments in a large scale 
have been encouraged and education advanced. 

The third prediction of Marx foretold the deepening of 
crises in capitalist countries. Marx observed fluctuation in 
general business performances, the rises and falls in activity 
that we have come to associate with the business cycle. When 
business was sluggish and deflationary forces were at work, 
drops in investment, earnings and employment followed. 
Sometimes such recessions were severe: panics or crises were 
the result. From these occurrences, Marx was ready to con- 
clude there existed a growing incapacity of capitalism to 
emerge from crises, in fact, that crises would worsen and 
deepen so that the last twilight days of capitalism would be 
ushered in by mass unemployment, general bankruptcy, and 
the inability of the system to revive through new ventures. 

These observations, in part, were, of course, very shrewd: 
Marx was more prescient than the classical economists of his 
day. It should noted, however, that his assumption of 
deepening crises simply has not been borne out. In fact, 
within the last half-century, capitalist economies have emerged 
from such recessions and depressions with a clearer under- 
standing of the causes of their origin and a determination— 
buttressed by assistance from the state—both to anticipate 
their appearance and to check their large-scale advance. The 
consequence has been that, despite such recessions, the iong- 
term trend line of business activity within the last half-century 
in western countries has been upward. One may note, as welli, 
that both business and government, alert to the dangers of 
recession and depression, have built into the economy securities 
against them, relying, in part, on massive governmental inter- 
vention and, in part, on better business planning policy and 
more effective central banking controls. 

Finally, the heart of the Marxian system was the concept 
of the inevitabilty of revolution, because the contradictions 
(a favorite Marxian word) in social and economic relations, 
as capitalism faltered, could not be resolved. Class struggles 
would become intensified; continuing failure in the business 
sector would multiply; and the advance guard of the organized 
workers would be forced to take matters into its own hands 
to prevent wholesale collapse. 

Marx and his disciples were able to show that resort to 
force by large-scale and organized rebellion or civil war has 
not been uncommon in human history; as a rule, such efforts 
had ended ineffectually, yet some had resulted in the success- 
ful establishment of new societies. Marxians have made much 
of the French and the Russian Revolutions as demonstrations 
of the successful outcome of the functioning of dialectical 
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law. But they have suppressed or refused to give proper 
regard to the more frequent role played by political com- 
promise in history. That is to say, oom time to time, seem- 
ing impasses have emerged when violence appeared to be the 
only device for resolving irreconcilable positions. Neverthe- 
less, men have been able to work out arrangements as a result 
of which not only significant reforms have been achieved but 
hostile parties have joined hands for the purposes of preserv- 
ing developed programs. 

Notably in the history of Britain and America, such political 
compromises have appeared and have been impressively suc- 
cessful. In the United States, compromises were worked out 
when the new republic was founded and the Hamiltonian 
system was established; when the Republican party was re- 
sponsible for a broad program of internal reconstruction dur- 
ing 1861-65; when the New Freedom of Woodrow Wilson 
gave the American nation a new lease of life; and when the 
New Deal of Franklin D. Roosevelt once more re-established 
balances economically and politically. It is imperative to ob- 
serve, in the examples cited, that such compromises had the 
general acceptance of all important groups and interests in 
American society; and, in fact, such participation made pos- 
sible not only the re-establishment of stability but as well 
continuing progress for considerable lengths of time. 

It is amusing, at this point, to take note that outstanding 
Marxian philosophers, by direct admission or not, have not 
been unaware of these failures of the Marxian predictions. 
The middle classes have not disappeared. The lot of workers 
has not worsened. Revolution has not been the only device 
by which general amelioration has occurred. Deepening crisis 
in capitalism has not taken place. Communism has not led 
to “the withering away of the state” and the abolition of 
“wage slavery.” 

The successors of Marx—Lenin, Trotzky, Stalin—in con- 
sequences, have been compelled to resort to a series of tortured 
exercises in an effort to maintain the “scientific” character of 
the Marxian system. The situation is somewhat analogous 
to the dilemma confronting medieval astronomers who, com- 
mitted to the Ptolemaic theory of a geocentric universe func- 
tioning in terms of regular and uniform movements of the 
heavenly bodies about the earth, were embarrassed by mathe- 
matical demonstrations of the seeming irregular courses of 
planets in stellar space. What to do? 

These pre-Copernican astronomers fell back on the familiar 
Platonic device of “saving the appearances’ through the 
development of an ingenious theory. If the earth was at or 
near the center of the universe, the only way by which a 
simple pattern of uniform behavior on the part .of heavenly 
bodies could be preserved was by assuming that these did not 
necessarily have to move about the earth itself but in circles 
which had their centers on a great circle (called the deferent) 
about the earth. This theory was called the theory of epicycles, 
and any number of such epicycles could be projected in order 
to account for the distance of planets from the earth and the 
speed of their motion. By the fifteenth century, Ptolemaic 
astronomers had devised in all seventy-nine epicyles to take 
care of all the irregularities of the heavenly bodies; there 
thus existed a mathematically-detised pattern of uniformity, 
completely “scientific,” given of course, a geocentric world 
revolving on the earth's deferent. 

Marxians have been engaging in a similar Platonic exercise. 
I have room here for only a discussion of a few of these at- 
tempts on the part of Marxian leaders to save the a. 
that is to say, to protect the “scientific” nature of dialectical 
law and to account for the delayed appearance of the Marxian 
prediction of capitalist collapse and the inevitability of revolu- 
tionary uprising and the coming of communism. 
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So, Lenin’s theory of imperialism sought to cover up for 
the failure of real wages in the second half of the: nineteenth 
century to decline on the ground that a new program of ex- 
ploitation of colonial peoples overseas was responsible for 
the short time revivial of the western capitalistic economy. 
Lenin, in effect, charged that the leading beneficiaries of im- 
perialistic expansion in the last quarter of the nineteenth 
century were the organized workers of the European countries 
themselves, who profited from the sweating of colonial and 
slave labor. But, even this respite was to be short; for the 
world could no longer be shared out, and the great powers 
would fall on each other to re-apportion the world. In so do- 
ing, all would be weakened—and the embattled workers then 
would take over. That overseas investments ended by raising 
standards of living in the borrowing countries, Lenin, of 
course, denied. 

Trotzky’s law of uniform and combined developments was 
an effort to account for the appearance of communist revolu- 
tion in the Soviet Union. According to dialectical law, the 
rising of the proletariat could not emerge on history's stage 
until capitalism had gone through its own full round of 
growth and decline. Obviously, in such terms, a socialist 
society could appear only with the completion of the indus- 
trialist-capitalist program. How then account for the Soviet 
Union. Trotsky did so by declaring that, in recent times, and 
more particularly in backward countries, the process of indus- 
trialization, psychologically and socially if not in terms of 
capital investment, was so speeded up that polarization into 
concentrated power at one extreme and the proletarization of 
the workers at the other were taking place. Therefore, in 
1917, Russia was ready for social revolution, for the dire 
effects of industrialization had already shown themselves even 
if technical change was still at a low level. 


Stalin’s theory of socialism was still another example of this 
sort of modern-day casuistry. Marx had said, quite plainly, 
that with the successful revolution of the workers the state 
would wither away; the wage system would end; and there 
would be such an abundance of goods and services that only 
a simple accounting system would be needed to preserve the 
rounds of production and distribution. Lenin, embroidering 
further on this theme, had described the communist society 
as one where all would work—without duress or, perhaps, 
even direction—according to their abilities and all would 
receive goods and services according to their needs. 


These happy results obviously have not appeared in the 
Soviet Union. Not only was the wage system being main- 
tained but, in fact, it was possible to demonstrate that the 
range or disparity in wages was even greater than in capitalist 
countries. And as for the withering of the state, rather than 
this taking place, what had emerged was a giant police power 
whose bureaucratic tentacles spread into every aspect of the 
society and the economy. Stalin, in consequence, offered his 
theory of socialism as representing a half-way stage between 
capitalism and communism. During the period of so-called 
socialist construction (where the Soviet Union now was) it 
was necessary to maintain rigid state controls and also an un- 
equal wage system. Ultimately, of course, a communist society 
would be established; but Stalin made no effort to describe 
the means of its revelation or to fix the date of its coming. 


I enter into these matters at some length for the purposes 
of making this simple point. There is no scientific theory of 
history in Marxian terms. Dialectical law functions only if 
we are complacent enough to accept the Platonic emendations 
and rationalizations of Lenin, Trotzky, and Stalin. If, how- 
ever, we reject these efforts in saving the appearances, then 
the whole body of Marxian theory collapses automatically. 
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Ill 


It is not enough, in our waging of this unending war with 
communist theory, to demonstrate the mistakes of the Marxian 
assumption. The communist appeal, has already been pointed 
out, particularly in backward countries, is largely an emotional 
one. The great masses of persons who blindly follow the lead 
of the communists are not prepared to engage and, in fact, 
are not interested in entering upon intellectual analysis and 
—— But the hearts and the emotions of these people 
may be won by us: not only if we can demonstrate the im- 
pressive character of capitalist accomplishment but can, as 
well, prove by our works that these achievements can be re- 
po in their own poverty-stricken lands. Salvation always 
has been by faith and works: faith in ourselves and our dem- 
onstrable capacity to bring the lessons of our own victories 
into the lives of others. 

In the west, under capitalism, the tale of achievement has 
been extraordinary, indeed. Here I have time only to men- 
tion five significant areas where progress over the last half 
century in America has been breath-taking. Along the same 
lines, although not in the same degree, the performances of 
other western lands have been similar. 

1. Productivity. As a result of the increased extension of 
technical processes in the United States in the last fifty years, 
output per man—hour of labor has increased almost 200 per 
cent. That is to say, if we compare productivity for each 
hour of work for the decade 1891-1900 with the decade 
1941-1950, we find that we turned out in the later period 
for each unit of labor goods and services (valued in constant 
dollars) 2.8 times as great as in the earlier period. 

2. Standards of Living. Not only has there been a great 
increase in machines and in goods produced, but the benefits 
of mechanical techniques have affected every sector of the 
economy and the population. If we segregate consumer ex- 
penditure alone, we note that per capita outlays in constant 
dollars have increased 143 per cent in the same fifty years. 
Once more, comparing the earlier decade 1891—1900 with the 
more recent decade 1941—1950, we find that per capita con- 
sumer outlays are 2.4 times greater in the later period than 
the earlier one. One should note that this refers to every man, 
woman, and child in the American population and not simply 
to the working force alone. 

3. Improvement in Quality. Along with these great changes 
there have been others which cannot be measured quantita- 
tively. Incomes have increased; productivity has advanced; at 
the same time there have been marked improvements in the 
quality of the machines manufactured, the goods produced, 
and the skills of the workers involved. One should note, to 
re-afirm an earlier statement, that the machine processes 
rather than eliminating skills and therefore ending with the 
disappearance of the middle class, have led to a vast increase 
in the numbers of professional and technical persons em- 
ployed. Indeed, it may be said that more than the contribution 
to advancing productivity made by new capital investment 
have been the superior skills of management and workers. 
Here is the part played by education: the training of men and 
women has had individual psychic satisfactions, but, as well, 
a profound effect on the whole economy. 

In commenting on these phenomena, Professor Frederick 
C. Mills of Columbia University has made the following 
observation. “Apart from the protracted check that came in 
the 1930's, the advance has been virtually unbroken. By far 
the greatest factor in this gain has been rising productivity. 
Machines, plants, administrative methods and men have im- 
proved in productive quality; equipment has grown in quan- 
tity; flexible power has been carried to assembly line and 
bench. 
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“Thanks to modern technology we have had to employ only 
a relatively small part of our resources to maintain and en- 
large our productive plant. We have used most of our vast, 
new powers to ease the lot of citizens at large through gains 
in leisure and to improve it through diversified consumption 
patterns. In major degree the benefits of industrial progress 
in the United States in this half-century have served to lighten 
toil for producers and elevate standards of living for con- 
sumers.”’ 

4. Length of Working Week. When the American republic 
was founded in 1789 the average work week was sixty-five 
hours. At the outbreak of the Civil War it was 60 hours. 
In the 1940's it was 40 hours. Today it is less than that. 
That is to say, within the space of 100 years, there has been 
a reduction by more than one-third in the average length of 
the working week of the American occupied population. All 
this has been accompanied by—is, rather, the result of—this 
great progress in productivity and real income. 

5. Life Expectancy. In 1790, a year after Washington's 
inauguration, it was estimated that life expectancy at birth in 
the United States was twenty-five years. In 1850, life ex- 
pectancy at birth was forty years; in 1900, forty-seven years. 
Today, it is 68.4 years. That is to say, from 1850 to 1900, 
the increase in the average lifetime of the American was seven 
years; in the next fifty years, from 1900 to 195.’, it was 21 
years. 

Some of the consequences of capitalism’s progress may be 
recorded in passing. The leisure time availabe to the working 
population has obviously created new interests and much 
more varied living than has heretofore existed. Travel on a 
large scale, further education, the pursuit of hobbies are some 
of the few results of the sharp salads in the average work- 
ing week. The health of the working =, of course, 
has improved. Men and women have had further opportunities 
to increase their social and cultural affiliations and by this pro- 
cess enrich their lives in extraordinary measure. 


IV 


In addition to demonstrating its capacity to produce more 
goods and raise standards of living at home—as we have in 
America—the capitalist system has a number of commitments 
which it must assume all over the world in order to prove the 
efficiency of its cause. 

The first of these is political in nature. One of the charges 
upon capitalism is the need for the maintenance for stability 
in society. Because of the inequality of talents among men 
and the danger of the misuse of political power, from time 
to time a widening of gaps between extremes does appear. 
Every political thinker from Aristotle through Mill has pointed 
out the necessity for supporting the middle classes in society, 
for whom new ——— must be encouraged and who 
must be prevented from submergence as a result of concentra- 
tion of property and power. The defense of the democratic 
process is not enough; redistribution of income and even prop- 
erty must take place—through the breaking down of monopoly 
privilege, the opening up of new doors to interlopers or 
arrivists, taxation, even public subvention—lest balances be 
endangered and hope die. 

Thus, not infrequently, a re-examination of a society's 
fundamental intention becomes necessary; and the iaunching 
of new programs, notably those which invite the participation 
of new talents, require men’s most imaginative efforts. When 
such agendas can be devised, compromise is effective and the 
danger of violence is obviated. Above, reference has already 
been made to such new beginnings in the histories of Britain 
and America: there is no doubt that then men take heart 





1144 


and from every element in society support for the new course 
was had. But when politics failed—as it did in 1776 and in 
1861 in America and in 1789 in France—the danger of civil 
war became real. Nevertheless, on balance, the capacities of 
societies to work out compromises are great and their successes 
more frequent than their failures. Otherwise, the West would 
have sunk into the torpor of the East long ago. 


A second commitment of the capitalist system is the main- 
tenance of economic stability. Today, no one will deny the 
government's interest in the checking of business recession 
and the prevention of long-term depression. President Eisen- 
hower, in the course of one of his addresses in the election 
campaign said: “Never again shall we allow a —— in 
the United States." And he went on to say that if signs ap- 
pear “of any depression that would put men and women out 
of work, the full power of private industry, of municipal 
government, of state government, of the federal government 
will be mobilized to see that that does not happen.” 

In fact, there are built into our system devices that will 
moderate the amplitude and abbreviate the duration of busi- 
ness contractions in the. future. Dr. Arthur F. Burns, then 
Research Director of the National Bureau of Economic Re- 
serach, has indicated some of these as being: a stronger bank- 
ing system; the development of unemployment compensation 
and general assistance programs; large and automatic reduc- 
tion of taxes that now takes place when national income con- 
tracts; extended public works programs as stand-by devices; 
greater sensitivity to business change by management through 
superior marketing, financing, pricing policies. 

A third commitment of the capitalist system is its spiritual 
pledge. Our world assumes not only the inviolability of in- 
dividual conscience but also the existence of opportunity for 
all men: to experiment with ideas, to test long-established 
custom, to give heterodoxy a fair hearing. A democratic 
society survives only because it accepts man’s rationality and, 
hence, his capacity to choose between good and evil, true and 
false, the beautiful and the spurious. 

Opportunity can be maintained and talents given a chance 
to emerge only if individuals are protected against privilege 
and interlopers can find full scope for their capacities. Even 
more important is the support of a system of education so 
that people, no matter how humble, will find facilities for 
further study to develop their talents and usefulness to society. 


Finally, there remains our obligation to carry the fruits 
of our own achievements—our skills and our savings—into 
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economically backward areas. Lenin to the contrary, not- 
withstanding, overseas investments are a great beneficent force, 
as they make possible the building of transportation, the im- 
provement of rivers and harbors, soil conservation, the open- 
ing of minds, and the erection of factories all over the world. 
Standards of living go up only as the processes of production 
improve; wealth is created only as raw materials are put to 
work and moved into consumption. 

Diplomacy, however, must ease the way for the flows of our 
technical and financial assitance: by pointing out to borrowing 
nations that the expatriation of earnings needs the full pro- 
tection of law. Investors will not seek risks in new countries 
if they are regarded with hostility and their legitimate pro- 
fits are denied the right to leave the countries where th 
were made. And American national policy will be badly 
served, as well, if new countries borrowing money will be 
shut off from our markets; for only by selling their goods and 
services can they balance their international payments. 

And thus we stand challenged. Our fundamental ideas are 
being questioned and, in some quarters, our abilities to resolve 
our difficulties are doubted. 

We will endure, however, if we accept our obligation to 
maintain stability in our world by conserving the traditions 
and institutions of the past an encouraging the orderly forces 
of progress. Those of us who assume that the capitalist 
society can and must endure, rally around these standards. We 
believe in property but know it can flourish only when in- 
novation has free rein and new enterprises (with the personal 
rewards that must go with them) can emerge. We are devoted 
to the idea of equality, but insist that it can mean only equality 
before the law and the equality of opportunity to rise. We 
are committed to the idea of man’s rationality and his ability 
to make free choices for his own betterment and that of society. 
We know that our own welfare is inextricably linked with the 
fight against poverty all over the world. 

We are not the pawns and tools of history, but the con- 
trollers of our own destiny and the devisers of our own for- 
tunes. If we accept these assumptions and the obligations of 
the spiritual commitment to which I have referred, then it 
will be possible for us to preserve our free institutions and 
help other nations—less fortunately circumstanced than our- 
selves—to hold and expand their frontiers of freedom. 

This is capitalism’s answer to communism. I think, today 
in 1955, we continue to wage that fight with keener minds, 
more effective resources, and better chances for success than 
ever before. 


Business and Higher Education 


NEED FOR ADDITIONAL AID BY INDUSTRIAL CORPORATIONS 
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SHOULD BusINEsSs SUPPORT HIGHER EDUCATION 


attempt to bridge the gap between education and indus- 

try the private college must be given support, along 
with the larger school and the public-supported university. 
It is becoming more and more apparent that there must be a 
dynamic partnership between Education and Industry, if we 
are to preserve our American ideals of freedom and enterprise. 
We in the United States are dedicatd to the principle that 


all youth shall be educated. We have practically all our 
children going to school at least until the age of eighteen. 


FP seeing businessmen are coming to realize that, in the 


Twenty-five percent of those who graduate from high school 
continue on in our colleges and universities. We vote bond 
issue after bond issue to enlarge plant facilities for ovr 
youngsters. 

We are also devoting our energies increasingly to the educa- 
tion of adult groups. Some colleges are offering courses and 
degrees to adults regardless of whether they meet the technical 
requirements which are applied for the admission of high 
school graduates. It is small wonder that we are confronted 
with the task of extending and enlarging the aid provided to 
the colleges and universities of the country. I can think of 
no place where we can use our money to greater advantage. 
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The problem of improving and intensifying our advanced 
education is of utmost importance for two principle reasons. 
The first reason is that growth and expansion in the American 
economy depend largely upon the constant enlargement of 
research in every field. We must have scientific research to 
give us better products and better ways of producing them. 
We need research in the field of industrial and human rela- 
tions in order that we may have a labor force which is con- 
stantly growing more efficient and which is so vital to a better 
standard of living. And in the area of marketing we must 
have research to provide the knowledge on which to base 
the ever-widening distribution and production which will be 
required if we are to provide productive employment to our 
labor force which is growing at a rate of over 700,000 an- 
nually. 

The second reason that we need advancement of education 
at the college and university level is to supply our country 
with an educated and informed group to participate in and 
take leadership in the formulation of ‘national policies. Many 
of the policies which have helped to stabilize American busi- 
ness enterprise have been advanced by higher education and by 
the discussion of the issues which is now so important a part 
of teaching and student life today, especially in our free and 
private liberal arts colleges. 


Business Is DEPENDENT UPON HIGHER EDUCATION 


Business and industry are obliged to draw on our institu- 
tions of learning. Industry is not alone dependent on our 
technicians and scientists and, in some large organizations, 
for especially skilled executives; business and industry is 
further dependent on our institutions of learning to furnish 
leaders with the ability to coordinate internally the various 
ramified functions of a great enterprise. These leaders must 
also have a sense of public relations in dealing with a labor 
force and, on a larger scale, a sense of the merchandising of 
products to the consuming public. 

Many of our great leaders in business and government have 
come from privately supported colleges and universities. For 
more than three centuries, our private colleges and universities 
have been a major source of America’s ministers, doctors and 
teachers. These institutions have trained twenty-one of our 
thirty-three U. S. presidents as well as a major proportion of 
our business statesmen. 

We have in this country a very high standard of living. 
We have the highest standard of living and the highest per 
capita income of any country in the world. There is a direct 
relationship between a country’s economic status and the 
educational level of its population. This relationship was 
established in a ten nation study for the United Nations 
Educational Scientific and Cultural Organization (UNESCO) 
in 1953. Summarized in a publication of the Chamber of 
Commerce of the United States, entitled ‘‘Education—An In- 
vestment in People,” the survey showed that the rank order 
of the nations as regards education and income is identical, 
with the United States holding first place on both counts. 
Education, therefore, is important to a country’s economic 
health. 

We want our standard of living to improve still farther. 
The task confronting industry is the task of continuing our 
progress. To have dynamic progress, there must be leadership 
of the highest caliber at the top. That means leaders of men 
in every position of supervision. Business may perhaps get 
plenty of technical specialists, but well-rounded men with 
leadership ability are in short supply. 
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More and more industry is looking to the colleges and 
universities of America for its potential executives, as well 
as its specialists. Leadership ability is a combination of many 
things. Above all, it requires human understanding and the 
knack of getting people to work together as a team. The 
privately supported colleges, particularly the small colleges, 
are ideally suited to look for and develop these talents in 
young people. Close liaison between industry and our colleges 
would bring forth many more leaders for business and indus- 


try. 


HIGHER EpUCATION Is DEPENDENT UPON EXTERNAL 
SOURCES OF SUPPORT 


In the world of education, as in the business world, a 
college must be efficient and it must give service if it is to 
survive. Higher education, like business, is an enterprise,— 
a two billion dollar a year enterprise,—but it cannot operate 
strictly as a business operates. A college cannot charge the full 
cost of the service it renders. 

All of our institutions of higher education have been 
hampered by facilities which are inadequate and by lack of 
manpower. The problems that are unique with our institu- 
tions of higher learning at this Mid-century period can be 
easily underscored. I refer of course to the privately sup- 
ported institutions and in particular to the small independent 
liberal arts colleges. All of our colleges and universities need 
more support. But these I believe need it the most and they 
have no place to go except to you and to me and to others 
like us. 

Privately endowed schools have been hard-hit by the de- 
cline in the purchasing power of the dollar. Real income from 
investments does not permit the progress that they should 
be making in replacing equipment, in new building, and in 
improving courses of study. 

For instance, one of our large universities reports, 
(Harvard, N. Y. Times, Nov. 18, 1954) that its endow- 
ment fund has increased in market value by $75,000,000 
during the fiscal year ended June 30, 1954, to a new high of 
$365,00,000. But the $12,236,000 income from the hold- 
ings meets only 31.4 per cent of the total operating expenses 
of the university. The investment income in 1940, from a 
much lower endowment, paid 42.4 per cent of the operating 
expenses. ‘Despite excellent management,” the trustees re- 
ported, the university was found “to be less well-off from 
endowment than it was before World War II.” Their report 
attributed this to inflation and to university growth. Consider 
then the far more serious plight of the smaller institutions 
which have smaller capital resources,—often no endowment 
at all_—and smaller alumni families and which are more 
remotely situated with respect to potential community support. 
There are many of them in this Middle West and among thera 
are some of our finest colleges. 

Over half the private colleges and universities in this 
country are facing a similar and serious financial crisis. To 
carry out their functions, our colleges and universities are 
dependent on a teaching staff of high quality. We should 
not want or accept, or for that matter even tolerate, medio- 


.crity in the teaching of our future leaders and specialists dur- 


ing their formative years in colleges. To secure and to hold 
a good teaching staff is one of the most serious problems that 
besets nearly all our colleges and universities. Tuition fees 
have been raised, but they cannot cover the higher costs. If 
colleges, like businesses, were to charge the full cost for their 
services, they would price many highly qualified students out 
of a college education and as a consequence there would be 
lost to industry and to the country a vast potential of human 
resources and talent. 
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The independent college and university therefore must seek 
private financial support from sources beyond student fees, if 
it is to continue to render the useful service which is expected 
of it. 


These colleges in the past have been supported by relatively 
few large gifts from private individuals. Changes in the 
economic order have caused the number of large private bene- 
factions to decrease. These changes make necessary today a 
shift of fund-raising to a wider base of support. If the funds 
do not come from private sources, there will be political sup- 
port from public funds. It is to the private sources that the 
private college must look in the future as the basis for pro- 
gress and growth. No informed person wants a higher educa- 
tional system in this country financed, dominated and con- 
trolled entirely by the state. The state universities themselves 
do not want that any more than you and I do. 


HIGHER EpUCATION Must HAVE FREEDOM FROM 
POLITICAL CONTROL 


Our colleges and universities must continue to stand stead- 
fastly for freedom of speech and academic tenure. They must 
maintain their historic tradition of freedom from control by 
any faction or by any force—right, left, or in-between. That 
is the true tradition of colleges and universities which has 
come down through the ages. We businessmen must assist 
them to vigorously uphold this tradition of an utterly free 
University and a completely free college. 

Today, as we see the lights of learning fading one by one in 
the universities of the Soviet controlled countries and in 
China while they become purveyors of organized propaganda 
for the dictators in power, we realize how fortunate we are 
in America where scholars are still free to seek the truth and 
to speak the truth as they see it, and we realize the debt we 
owe to those distinguished presidents who have safeguarded 
the freedom upon which have been created some of the out- 
standing colleges and universities of the world. Only because 
of men like them, will there be a college or a university, 
shall we say, forever. 


CORPORATION Arp Witt Hetp Assure A SOUND 
EDUCATIONAL ESTABLISHMENT IN THE FUTURE 


We are going to see a great American explosion by 1970. 
Over the next fifteen years, in the six Midwestern states re- 
presented in this conference alone,—lIllinois, Indiana, lowa, 
Michigan, Minnesota and Wisconsin,—our 18 to 21 year old 
population—the so-called college age population—will in- 


crease by 75 per cent. (The figures in the next two para- 
graphs are from “A Call to Action,” American Council on 
Education. ) 

Today (1953) in this six state region, our college age 
population numbers nearly one and a half million (1,454,000). 
By 1970 the number of young people in this age group will 
be two and a half million (2,579,000). This is not a guess 
or a speculation. These boys and girls are here. They are 
growing up among us. 

What will the impact be? Our colleges and universities, 
in this six state region, are now enrolling more than a third 
of a million students (358,000 in 1950). Roughly half of 
these are being educated in privately supported colleges and 
universities in these states and half in the state universities. 

By 1970, assuming that one in four young people of college 
age will apply for admission to a college, the load will in- 
crease to double that of today—to an all-time high of 645,000 
students. 
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In short, by 1970 there will be a new and additional group 
of more than a quarter million 18 to 21 year olds, fully quali- 
fied for a college education, who will be expecting and de- 
serving the same opportunity that you and I have had to 
acquire a college preparation for a useful career. They will be 
our citizens and leaders of tomorrow. They will represent 
the new, valuable human resources which we, in our expand- 
ing economy, are going to need in the 1970's and in the 1980's 
in our businesses, in government and in the profession includ- 
ing the all-important profession of teaching. 

Are our higher educational institutions a to take 
on such a load? It is evident that the answer is “No.” What 
are we going to do to insure that these oncoming students 
do have an opportunity to go on into higher education and 
prepare for useful careers? Our colleges and universities are 
even now hardpressed to make both ends meet. Notre Dame 
last fall was ble to admit only 1,600 of 3,400 applicants 
and the University of Wisconsin—my Alma Mater—because 
of lack of dormitory space, had to turn students away. The 
story is the same in other parts of the country. At Cornell, 
7,600 students — but only 2,000 could be accepted. An 
eminent school of technology in this Mid-West area this year, 
had applicants for admission ten times as many as it could 
take. (Nation’s Business, September 10, 1954). These are 
warning signs of a situation which confronts the smallest 
college as well as the large private university. It will be 
aggravated as the years come upon us. 

Are our colleges going to be geared by 1970,—by 1965 
and even as soon as 1960,—to give these oncoming students 
an educational break,—to give them good teaching and good 
teaching facilities so that they may have the high quality 
preparation that we need for our businesses ? 

The answer depends primarily on business,—on what you 
and I and others in industry and business do about it. 


Mipwest SupPORT OF HIGHER EDUCATION 


Up to now, Mid-West business has much to be proud of in 
the matter of grasping the financial problems of higher edu- 
cation and doing something about them. In almost any con- 
ference over this country in which the problems of financing 
higher education and the extent of corporation support have 
been discussed, the names of Mid-West business concerns 
invariably are cited for their well-considered and generous 
programs of support. I expect that when the regional aver- 
ages are tabulated by the Council for Financial Aid to Educa- 
tion it will be found that our score of giving to colleges is as 
high, if not higher, than that of other regions of this country. 

We know that while the national average of corporation 
gifts to all causes was only 6/10 of one per cent of their net 
income, according to latest available figures of the U. S. 
Treasury Department, many firms out here regularly give 
much higher,—some their full five per cent. And, although 
20 per cent of the corporation’s philanthropic dollar, the na- 
tion over, is estimated to be going to higher education, we 
know of Mid-Western firms which give as much as fifty per 
cent of their philanthropic dollar to higher education. 


More and much more needs to be done. None of us is 
doing enough and some of us are as yet doing little if any- 
thing. Well conceived, long term programs of corporation 
aid to education are not universal. They are not even in 
general practice. There is need for more corporation aid and 
more widespread aid from industry and from banks, railroads 
and public utilities, if the needs of higher education are to be 
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decently financed. If our colleges and universities are enabled 
to do their job well, we in business will be among the chief 
— and the whole country will gain,—perhaps the whole 
world. 

It is my sincere belief that all of the energy we devote to 
improving advanced education in the United States and all of 
the financial contributions we make are investments that very 
specifically and realistically return to us that stability and ex- 
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pansion of the economy which gives the American enterprise 
system the franchise it was first given many years ago. 

An investment in the colleges and universities of America, 
by many people and by many corporations, is really an invest- 
ment in a better, a more prosperous and a safer future for all 
Americans. I am convinced that Business in our Mid-West 
will find a way to do its part. 


The Second Industrial Revolution 


THE PLACE OF THE SMALL BUSINESS ORGANIZATION 
By WENDELL B. BARNES, Administrator, Small Business Administration, Washington, D. C. 
Delivered at the Second Annual New Product Introduction Seminar, New York, February 1, 1955 


him—"“‘the way of an eagle in the air; the way of a 
serpent upon a rock; the way of a ship in the midst of the 
sea; and the way of a man with a maid.” 

Immanuel Kant said there were two things wonderful to 
him: the wheeling universe above his head and the moral law 
within his breast. 

These two wise men lived before the advent of another 
truly wonderful phenomenon—the American politico-econ- 
omic system. 

It is a system which has worked miracles in productivity 
and in giving our citizens the good things of life. The aver- 
age American makes more, has more and enjoys more than 
any other citizen, under any other system, anywhere else in the 
world—thanks to freedom of choice. 

Fundamental to it is the fact that, in 50 years, we Americans 
have more than doubled the oytput each worker produces an 
hour; in 100 years we have quintupled the output of each 
worker. The result is that more goods are produced for more 
people at lower prices. The finest American car of 20 years 
ago did not have the power or the luxury ride of the cheapest 
full-size car of today. 

America’s net output of goods and services increased by 
29 times between 1850 and 1944. 

In the past 50 years, we Americans have increased our 
supply of machine power by about five times and have in- 
creased the number of jobs available from 2714 million to 
more than 61 million. At the same time the average worker's 

urchasing power has about doubled, in terms of what an 

ees worth of work will buy. For example, in 1914, he 
needed to work 17 minutes to buy a loaf of bread. Today 
he requires only six minutes. In the past 100 years we have 
increased the real wages of labor by at least 314 times and 
have reduced the hours of work from about 70 hours a week 
to around 40. 

The average American today consumes 21/4 times more 
goods than he did in 1900 and his diet has infinitely improved. 

Two years ago, the worth of this country, above ground was 
more than one trillion dollars! That is one-thousand billions! 
And that does not count all the untold mineral and oil wealth 
underground. By the end of next year, at the rate we are 
going, we will have increased the worth of the country by 
$200 billion more. 

At this same rate of growth, increasing by leaps and bounds, 
a child born today will be living in a country twice as wealthy 
when he graduates from high school. 

I have already indicated the basic cause of this growth in 
wealth. It isn’t just because our population has grown. If 
births were the criterion, then China and India would be in- 
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comparably more wealthy than America and producing a 
higher standard of living. No—it come from increased pro- 
ductivity, with wages keeping up with that productivity and 
the consumer being given a share of the “‘profit’’ in the form 
of lower prices. 

It is an upward spiral—not a vicious circle. It is the 
beneficent citcle of American prosperity. 

Just think of what this miraculous system does, on the 
average, every year! About 600,000 new people enter the 
American labor force and each year they are absorbed—jcbs 
are found for them. 

At the same time, there is a fantastic increase of 3 percent 
in industrial productivity. This would tend to displace 
2,000,000 additional workers if it were not for the fact new 
jobs are created for them, too. Somehow, by a complicated 
interplay of forces the extra 2,000,000 jobs are created. And 
the economy spins on. 

What are some of the complicated forces which permit this 
fantastic sort of progress? Of course, in a capitalist economy, 
the production of capital entails the necessity of keeping that 
capital at work—profitably employed. And that means capital 
investment. That is a prime well-spring of our economy. 

And another chief one is technological progress. 

The two things interact—interplay. Technological progress 
—involving pure research, invention and innovation have a 
multiplier effect on capital goods use. An example of that is 
the development of instruments for blind-flying and landing in 
any weather. Both the safety and the convenience of all 
weather flight has caused a far greater number of people to 
travel by air and thus have in turn increased the demand for 
more planes. And this demand expanded the amount of cap- 
ital going into airframe and engine plants. 

Let me give you some significant figures on what research, 
invention, innovation and development of new products have 
done for our economy. 

These figures were gathered by Prof. Frederick C. Mills, 
one of the country’s foremost economists and students of 
economic growth. They show that, in the process of doubling 
our labor force, in the first half of the 20th century 80 
billion dollars were added, on the average, each decade to the 
Nation’s output. 

But far more important than the doubling of the labor 
force was the impact of. technological progress as seen by the 
fact that, over that same period, $140 billions were added 
each decade through research, invention, innovation and de- 
velopment—a figure 75% greater than that achieved by the 
doubling of the work force. This result was accomplished 
while making it possible to reduce the number of hours the 
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average member of the labor force worked by 800 hours a 
year—that is to say, 20 full weeks at 40 hours a week. 

It becomes apparent that money, alone, does not make the 
mare go—research, invention, innovation and development— 
in a phrase, technological development, also make the mare 

0. 

Proof of that is what industry and government are willing to 
spend. 

The expenditures on organized research in industry in the 
past 8 years have been twice as large as the total for all pre- 
vious years in our history before 1946. In all that time in- 
dustry spent roughly $414 billion on research. In the past 
eight years it has spent $914 billion on rm <earch. Additionally, 
the government has spent nearly $11 billion on research pro- 
jects in that time. This also was twice as much as was spent 
by the government in the preceding 175 years. 

To show the tremendous rate of growth since we entered 
World War II, consider this: In 1941, government and busi- 
ness, together, spent less than $1 billion on research. In 1953, 
they spent about $4 billion. By 1959, it is estimated that 
research expenditures will come to $514 billion. 

Larger corporations are steadily increasing their expenditures 
for research and development. Westinghouse, for example, 
now spends almost 6% of its sales dollar on it; American 
Cyanamid, 5.3 percent. Many other examples are available. 

In itself, the dynamics of this research in bringing out new 
and better products—the basic concept of “more for less’’— 
is tremendous. But there is something else involved which 
is truly amazing and which comes close to being ‘‘something 
new under the sun” in the way of an economic concept. 

Last year, before this same group, Paul Mazur made an able 
keynote address in which he said that greater emphasis must 
be placed upon marketing. He declared “Marketing and mass 
distribution must grow up to its obligation within our economy 
as the senior partner of mass production.” 

Well, something is coming into the picture which is now 
being realized by the economists more and more fully and 
that is the concept that better control of the demand for goods 
and thus, better control over markets, can be had through 
research and development. 

Listen to what Professor Sumner Slitchter, one of our lead- 
ing economists, has to say: 

‘The economic implications of research are not well under- 
stood. The difficulty seems to be that most people think of 
research only as an instrument for increasing the capacity of 
industry to produce goods. That of course, IS an important 
aspect of research. Not less significant, however, is the effect 
of research on the demand for goods. 

“Research is bringing about a revolutionary change in the 
American economy because it is giving industry far greater 
control over the demand for goods than industry has ever 
before possessed. 

“Thus, the rise of research is removing the specter of in- 
adequate markets that has haunted businessmen since the 
Great Depression and that has led many economists to fear 
the economy is threatened with stagnation.” 

Just let THAT sink in for a moment and you may realize 
afresh that anyone who deals with research and new products 
is dealing with something of prime importance to the whole 
economy. 

Let.me continue to quote Professor Slichter, for what he has 
to say cannot be emphasized too much. He goes on to detail 
the ways in which research affects the demand for goods. He 
finds it is in three principal ways. First, it is by creating new 
kinds of goods or improved goods—new products. These 
improved goods encourage people to spend a high proportion 
of their incomes on current consumption and to save a smaller 
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proportion. Secondly, it increases spending on capital goods 
in a way I have already pointed out. Third, by developing 
new methods of making goods, it reduces the life of existing 
capital and increases the amount spent on replacements. Thus, 
technoligical research tends to raise spending for consumption, 
for new investment and for replacement. Which is all to the 
good for an expanding economy. 

Now, Professor Slichter speaks with more particularity of 
the greater control of the market which new products can 
offer. (June 1954 “Atlantic,” p 33.) 

“The automobile market and the refrigerator market are 
ordinarily thought of as quite close to saturation, but this is 
not true. If the automobile industry were to decide that its 
prosperity required the scrappage and replacement of 4 
million cars a year instead of about 3.5 million as now, a 
stepped-up research program could undoubtedly improve the 
new cars so substantially that the scrappage of old cars would 
rise. 

“The homes of the country contain about 38 million electric 
refrigeratu-s. These refrigerators are ponderous and bulky 
pieces of equipment which take up too much rvom and which 
are poorly designed for storage, so that one frequently has 
difficulty in finding the article one desires, or even in knowing 
what is at the back of the deep shelves. 

“Improvements in insulation and design will bring about 
drastic changes in refrigerators and thus will render virtually 
all of the present clumsy and inconvenient refrigerators 
obsolete. 

“The real significance of industrial research is that, for the 
first time in the history of private enterprise, business is able, 
within wide limits, to control the demand for goods. 

“It cannot do this without limit or on extremely short 
notice, but its ability to develop new and better goods is now 
so well established that it can set production and employment 
goals five or so years ahead ped expect by the method of 
discovering and developing new products and new methods ot 
production, to achieve those ent 9 

“Hence, fears that demand cannot be expected to expand 
rapidly enough to provide sufficient jobs are out of date. They 
reflect lack of familiarity with the new control of demand 
that technology has given to industry. 


“This new control over the long-run trend of demand 
enables us to view the economic future in a new light-not 
with a mixture of hope and fear because anything might 
happen, but with quiet confidence that the demand for goods 
can be made to grow as rapidly as our capacity to produce 
goods.” 

I am not contending that the principle or the practice of 
“controlled absolescense” is something new under the sun— 
but merely that we are gaining a new economic concept of its 
importance. 

As a matter of fact, industry might learn something from 
the dressmakers about “new products.” The French have 
been practicing ‘‘controlled obsolescense’’ on our womenfolk 
for generations. A few well-known dress-making houses in 
Paris decide to raise a hemline, puff a sleeve or shift a waist- 
line and millions of women, all over the world, discard 
perfectly good, wearable clothes for a “new product,” one 
which is not demonstrably better as a garment but one which 
is more desired. 

A rather unique kind of ‘‘controlled obsolescence’’ was 
practiced by a certain boat-builder of New Orleans. Back in 
the days of Prohibition, this boat-buider would sell a speedy 
river craft to revenue agents to catch bootleggers. He would 
then turn around and develop a yet speedier craft and sell 
it to the bootleggers, thus stimulating a demand on the part 
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of the revenuers for something yet speedier—and so on, 
almost ad infinitum. 

There is very little in the way of consumer goods, or even 
capital goods, which cannot be improved upon in some way 
and thus create a new demand. 

Occasionally we see some horrible examples of manufac- 
turers trying to create fresh demand with a “new’’ product. 
Before Christmas I thumbed through a magazine advertising 
articles appropriate for the Yule-tide trade and ran into a 
beer-can opener encrusted with rhine-stones and selling in the 
neighborhood of $2.50! This may come under the head of a 
new product, all right, but hardly an improved product. The 
chief use of the rhine-stones on the handle would be to cut 
the hand of the user! But, I have no doubt that quantities 
of it were sold. Another manufacturer also put rhine-stones 
on fly swatters. What next? 

Perhaps the reason is that there is a lot of loose money 
lying around. But more probably the reason is that we are a 
race of born gadgeteers. We love anything new. We habitu- 
ally greet each other asking “what do you know?” or ““What's 
new?” 

We are the Athenians of the present era. In the classic 
days of Athens, the whole atmosphere was one of great curi- 
osity on the part of the people as to anything new. They be- 
sieged travelers from strange places and implored them to 
tell what they had seen. 

This curiosity, which was a form of intellectual curiosity, 
stimulated the arts, sciences and philosophy of the Golden Age 
of Greece. It produced a surpassing scientist and philosopher, 
for his day, the great Aristotle. And Aristotle was so able, 
for that day and time, that he became a positive hindrance 
to progress in scientific thinking, after the fall of Greece. 

If a man had some project under investigation, he simply 
went to the writings of Aristotle for the answer. He would 
never think of doing an original research, himself. Aristotle 
was the last word. And so it went for hundreds of years. 
They didn’t change their thinking. The old way of thinking 
was good enough. Why waste time on research and develop- 
ment of new ideas? So science and philosophy languished 
under the dead hand of Aristotle as well as under the sword 
of the barbarian hordes. 

Of course, we are now living in an age when science and 
invention have reached a stage of geometric progression, when 
research is the key word in science. It is the key word in all 
industries which are known as “growth’’ industries. Large 
business, generally, is recognizing it daily and hourly as the 
way of life and growth. Its managers realize that it is a 
matter of ‘‘progress or die.” 

But I sometimes wonder if this is borne in sufficiently upon 
small business. 

Hilton & Riggio had a survey made which shows that 
companies, both large and small, tend to introduce important 
new products far too infrequently to gain much know-how 
about the process. 

Of 1,130 firms surveyed, large and smail, it was found that 
they launched new items with the following frequency: 


18.4% once every ten years 

23.99 once every 5-10 years 

36.1% once every 3-5 years 

14.2% once every 1-3 years 

and 7.4% at least once every year. 

As Administrator of the Small Business Administration, I 
note with sorrow that the small companies have a lower rate 
6f new product introductions than the larger companies. And 
yet, small business must be able to compete with large busi- 
ness in the field of new products. Their products are com- 
peting in the market-place. Acceptance by the public is not 
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based on any sympathy for the little fellow, nor on a desire 
on the part of the purchaser to keep the small firm in busi- 
ness, Market competition is based on merit, on usefulness, on 
attractiveness, on price, on convenience, on style or a dozen 
other criteria but not on sympathy. 

Small firms must compete successfully or die! And they 
have to compete with large companies which are progressive, 
which are maintaining research staffs, and which are continu- 
ally improving their products or introducing new products. 

Small business cannot afford to drift along and refuse to 
make changes. Change is a law of life which applies to small 
business like everything else. There is nothing constant in 
this world except change, you may be sure of that. And small 
business must adapt itself to that law of life, or pay the 
penalty. 

Diversification may well be the key to success. If one prod- 
uct begins to fall off in popularity a company can then have 
another one to fall back on. That helps to even things up on 
the ledger. 

In a world of uncertainties, products sometimes, very fast 
lose their appeal; or one may be rendered obsolete by some 
patent in the hands of a competitor; or changes of habits of 
ultimate consumers may throw a product in the discard; or 
the whole national economy may change on you, or a Govern- 
ment contract may be cancelled or cut back over-night for in- 
ternational relations, or other reasons. 

We had a dramatic example of the uncertainties a product 
faces the other day. In a way it was a lesson in UNcontrolled 
absolescence. We were going over our loan docket at our 
Agency. We ran into what looked like a wonderful new pro- 
cess for rehabilitating worn out TV picture-tubes. I am sure 
that you have been distressed when you have had to replace 
a TV picture-tube, at the price you were charged for the re- 
placement. Well, this concern was rehabilitating picture- 
tubes—making them practically as good as new—for a small 
charge. They wanted to expand their facilities and it looked 
like a very sound loan prospect. We made a favorable nota- 
tion on the docket, then proceeded to the next item. This 
company was in the TV business, too making picture-tubes. 
It had a product which was much smaller than the conven- 
tional 21-inch tube, for example, but threw a full-scale image 
on the screen. Of course, it cost much less than the conven- 
tional size tube. We reviewed the two loan applications, 
together, this time, and decided that in practically 5 minutes 
time, the second firm had made the first firm practically obso- 
lete! That's a record. 

A provident businessman will not hold to just one product 
but will practice a little eng medicine’ by diversify- 
ing. Diversification is a hedge against recession. It constitutes 
an opportunity to even out seasonal ups-and downs. It may 
compensate for cycle swings of the market. Of course, what 
I say applies to a// business, but with greatest effect to small 
business which does not have large surpluses and reserves upon 
which the owner can fall back in time of trouble. 

Small business suffers from inherent disadvantages in this 
field, in competing against large business. It does not have 
the money to set up laboratories and to hire highly skilled 
technicians to conduct research. It does not have the financial 
backing to conduct experiments over the years in developing 
a complicated product and to test it in every conceivable way. 

Shall small business then throw in the sponge and say that 
there is no use in trying—it simply can’t compete? Not at all! 

While there are disadvantages, small business has a few in- 
herent advantages of its own. 

Did you ever see a race between a rabbit and a greyhound ? 
I mean a real race, not one where there is an electric rabbit 
running against the dogs at a dog-track. 
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If the rabbit just keeps on, straight-away, the greyhound 
will soon overtake him. 

But that isn’t the rabbit’s game. His game is to make a 
short dodge and double back. And he will gain twenty yards 
every time he does. The secret is that the rabbit is short- 
coupled. The greyhound has more length of body and can't 
turn or maneuver as well. 

The Spanish Armada sailed up the English Channel in its 
might to sink the pitiably small British fleet under Drake. 
Anybody looking at this immense task force, with ships four 
times the size of Drake’s vessels and at least ten times the 
number, would have thought the Spaniards would win, hands 
down. And yet Drake had what the Spaniards lacked—great 
maneuverability. And that is what turned the tide for Britain. 

This lesson should be easily applied. Maneuvering is com- 
paratively easy for a small company, with few executives. 
They can make up their minds much faster than a company 
with a long chain of command. If they decide to quit mak- 
ing a product it doesn’t take six months to “phase out’’ that 
product. 

Big policy decisions should take a long time but, in large 
corporations, the policy decisions seem to take an inordinate 
amount of time. Things get too highly specialized, agreement 
can't be had between the various types of specialists and 
policy-makers. Some companies must even use committees to 
make policy and you know how long it usually takes a com- 
mittee to reach a decision. 

It reminds me of the fable of the centipede who went to 
an owl complaining that he had gout in every one of his 
hundred legs. What was he to do? The owl thought it over 
ponderously and advised the centipede to become a mouse. 
With four legs, the owl pointed out, a mouse suffers only 
one-twenty-fifth the pain of a centipede with the gout. 

The centipede agreed with the mathematics of this, but 
asked: “How am I to become a mouse?” 

“Don’t bother me with that,” said the owl, “J only create 
policy around here.” 

The ability of a small concern, without a top-heavy execu- 
tive echelon, to make decisions and to confront a market with 
a new product can raise havoc with his larger competitor's 
pricing, sales, and distribution plans. A small, agile firm can, 
in launching a new product regionally or nationally, kindle 
fires in the form of localized competition at a rate faster 
than a larger adversary is able to put them out. 

The small firm, in effect, takes the initiative from the 
larger firm. Again, a small business has a lower break-even 
point, generally, than a larger business and this gives it an 
advantage. Also, it can sometimes obtain price advantages on 
freight through its location and thus dominate in a local 
market or area. 

It is the nature of big business to depend on large volume. 
Many large concerns have been unable to go into certain kinds 
of new products because these would not yield their minimum 
volume requirements. 

Sometimes the larger firm does all the research and develop- 
ment only to find that the market analysis shows a deficient 
sales potential. It frequently is willing to cut its loss by 
turning the whole thing over to a smaller firm for a con- 
sideration or on a license basis. Small firms should seek 
opportunities from larger firms. 

So there is a certain protected field which small business 
can maintain as its preserve. 

There are various other advantages of a technical sort. 

The best way of summing up is that small concerns histori- 
cally HAVE competed against larger coinpetitors. 

I have in mind the case of the Government arsenal con- 
tract. A California arsenal) wanted 93,000 automatic pistols 
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serviced and repacked. SBA representatives had the bids 
changed from open bids to joint determination bids restricted 
to small companies. The procurement officer for the Armed 
Service—on the basis of previous experience—estimated that 
the cost of the service would be $3 per unit. That was what 
the larger concerns had been charging for the work. But, in 
this case, a small concern bid 83 cents a unit. The contract 
called for processing 600 units a day. The small concern put 
on three shifts, handling 3,000 units a day. Thus permitting 
the saving to the Government of $201,810 in one month 
and getting the job done five times faster than they had been 
accustomed to having it done. This shows that small business 
is well qualified to compete successfully for Government con- 
tracts, with equal efficiency to say the least, with larger con- 
cerns on many types of work. 

I shan’t go into any detail on what the smaller firm can do 
to try to put itself on a more equal plane with a large con- 
cern in the field of research and development. Other speakers, 
I am sure, will bring out the points about hiring expert con- 
sultants, on a per-diem basis, to give the benefit of their long 
experience in product development, market analysis, con- 
sumer and trade research, package design, distibution, pricing 
and the hundred and one other details of launching a new 
product. 

I have dwelt at some length on the subject of new pxoducts 
and the necessity of most businesses developing new products. 

This is quite apart from another great problem and that is 
—how shall small business live in a world of NEW 
METHODS brought on by the “Second Industrial Revolution” 
which we are now entering. 

This is not at all the same world as the world of last 
month. An event of truly staggering import has occurred in 
the last two weeks. The U. S. submarine ‘‘Nautilus’’ has left 
her pier and proceeded under atomic power during a 148-hour 
trial run. This is the first vehicle ever to be propelled by this 
entirely new fuel. 

It heralds the age of atomic power, which we have now 
officially entered. History turned a page and turned from 
one age to another when the “Nautilus” first cleaved the 
waters of Long Island Sound. 

Power Plants on land are now being projected for the 
comparatively near future. Some engineer-economists fore- 
see that, by 1960, perhaps ten percent of the NEW power 
plants on the drawing boards will have specifications for 
nuclear reactors instead of coal, oil or gas-fired boilers. These 
same experts say that, by 1980 perhaps half of the new plants 
will use fissionable material as fuel. 

How is small business to keep up under the heavy costs of 
developing and using atomic power? 

Small business will not be concerned with primary atomic 
power, as a major contractor. But its development will entail 
many thousands of subcontracts to small business—in fact, 
that has already happened and we in the Small Business Ad- 
ministration have been happy to have been something of a 
clearing house between small subcontractors and large prime 
contractors. 

The Atomic Energy Commission and its primary suppliers 
contract for thousands of items, many of which are of every- 
day occurrence. They buy everything from million-dollar 
cooling systems to fireflies. Yes fireflies! Don’t ask me what 
they use fireflies for, but an order recently was filled for 
lightning bugs—possibly for one of the experimental labora- 
tories. 

Radio-isotopes are coming to be more and more used by 
industry—small as well as large—in maintaining quality and 
quantity controls. Owners of small business should be think- 
ing in term of getting in on some of that business. 
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But the ‘Second Industrial Revolution” is being brought 
about by other things than atomic power and isotopes. We 
are moving into an age of Automation in Industry. Outside 
of electronics, automation is the fastest growing industry. 
And it partakes of electronics. 

A cycle of events, such as the boring, machining and in- 
specting entire engine blocks can be carried on now, auto- 
matically, without human hands touching them. Where it 
used to take several hundred men to do the job, it is now 
done by two or three men who merely punch buttons and 
watch indicators to see that the machines are performing 
properly. And the finished blocks come off the line at the rate 
of 100 per hour, or one every 36 seconds. It used to take 
nine hours for the same process. 

At Columbus, Ohio, 2,600 machines and tools combine 
with 27 miles of conveyors to turn out two refrigerators a 
minute. From the time that a human being receives and 
checks in the sheet steel and other raw materials, until the 
finished machine is crated, there are few times when it is 
necessary for a man to intervene in the automatic. process. 

Those are becoming almost conventional situations in large 
durable goods industries. It is beginning to be adopted by 
some smaller manufacturers. 

These examples clearly give an indication of the nature of 
the problems. Not only is it a problem to business—especially 
small business—but it is a problem for the whole socio- 
economic order. 

Reduced to its simplest terms, the question is this: Will 
productivity be so hugely stepped ih automation that it 
will throw the whole intricate system of production, con- 
sumption and job-giving out of gear? If we have a normal 
increase of 3 percent in productivity annually and are able 
to find new jobs for about 2,600,000 people each year, will 
the whole system blow up under a productivity increase of 
maybe five or six percent, which certainly could be reached 
with wide-spread use of automation? 

Ever since James Watt toyed with a tea-kettle and ever since 
John Kay developed the flying shuttle for weaving cloth, that 
problem has troubled economists, entrepreneurs and workers. 


England, the first of the great powers to develop steam- 
power and industrial machinery, had a terrible time with it; 
great segments of the population were thrown out of work 
and others worked on starvation wages. 

This First Industrial Revolution was characterized by wide- 
spread sabotage of the machine by the British laboring man 
and his leaders. Very fortunately for this country, the labor 
leadezs of today take a more advanced view. There is no. 
disposition to sabotage the machine which has helped increase 
wages, shorten hours of work and give better working con- 
ditions without the hard back-breaking labor of another era. 

It can be stated as a rule which has always held good in 
the past that what lessens the labor of man has always worked 
out to his ultimate benefit. There is no real reason to think 
that the age of atomic energy, electronics, automation and 
cybernetics will not follow this age-old rule. Remember, for 
one thing, it takes people and machines to build automatic 
machinery and more people back of them up the line to build 
the machinery that builds the automatic machinery. Right 
today, a round $3,000,000,000 a year is being poured into 
automation. That is a pretty lusty industrial infant. It sup- 
plies a lot of payrolls. 

I wonder how many of you saw the national advertising 
of General Electric a month or so ago? It was headed “New 
Products Created 45,000 G-E Jobs in the Last Nine Years.” 
To dramatize the number of jobs created by new products in 
the past nine years, it showed a pile of time cards which, 


stacked on top of each other, would have towered five stories 
high. 

These words appeared in the body of the ad: ‘One out of 
every five people working at General Electric owes his job to 
products GE didn’t make before 1945.” 

And new products and new industries in a town have a 
snow-balling effect on the community—and ultimately on the 
national economy. 

We, at the Small Business Administration, have established 
a program on a national basis to help small business in the 
field of product development—the field of new products. We 
call it our “Products Assistance Program.” 

At a time when purchasing by the Department of Defense 
is declining, many firms must turn to civilian products. Our 
agency is prepared to be of assistance here, in helping a small 
firm to find some product which it can make and which would 
be saleable. 

Let me hasten to say that the Small Business Administration 
is NOT seeking to displace professional people who give 
business or technical advice—in fact, we keep a list of such 
people and direct inquiries to them. We frequently tell the 
owners of small business that they need professional advice 
in certain fields when they come to us complaining that they 
don’t know what is the matter—the only thing is they are 
no longer making money. 

The Small Business Administration is only one of a number 
of Government agencies collecting data which could be of the 
greatest service to businessmen, if utilized. The Atomic 
Energy Commission is one, the Department of Agriculture is 
another. The Department of Commerce is a gold-mine of 
information—particularly on markets. Both SBA and Com- 
merce have information on government-owned inventions 
which are availale to the businessman on a use-free basis or 
for a small royalty. The Department of Defense is con- 
stantly turning up products which have civilian application. 

We can obtain information from the Foreign Operations 
Administration on foreign patents available for license here 
and on American products needed in foreign countries. 

In addition to Government, we have such organizations as 
the National Council of Inventors, who constantly call for 
rew products, especially those having defense value. We 
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receive data from them along lines of what is wanted, of 
what can be sold almost instantly and in large quantities, if 
produced. 

Access to information is what the Small Business Adminis- 
tration seeks to provide. It is truly remarkable how much 
information is on tap if you know where to go or whom 
to ask. This product information has been gathered not only 
by Government but also by colleges, by foundations, research 
organizations, and by other private sources. 

The question arises, how can the small manufacturer, say 
in New Orleans, who is thinking of improvement of a present 
product or of a new product, get at the piled-up mountain of 
technical material on any of a thousand subjects which is 
available but not too accessible? 

We have developed avenues and the means to help him. 
He can go to our closest office and state his problem. An 
industrial specialist will set down his problem and his ques- 
tions in analytical form and feed it into the system. In due 
course, the information and basic data are brought together 
in usable form and, through our Regional Offices, placed in 
his hands. 

Of course, we do not and will not make decisions for the 
manufacturer. That is his province, purely. But we can— 
three times out of four—give him the essential facts he needs 
to develop his idea and upon which he can base a decision. 

Furthermore, if someone comes to us with an invention or 
a product or process he wants to market, we can put him in 
communication with the right people. 

I want to emphasize that it is through the cooperation and 
voluntary assistance we are receiving from some of the larger 
concerns, from trade associations, research institutions and 
laboratories that we are placed in a position to assist small 
business effectively in certain phases of this program of pro- 
duct development. 

We expect to stay in communication with larger companies 
and research centers so that we may learn of instances where 
they have developed products which they find they cannot 
volumize satisfactorily or which they are not equipped to 
make and which they are willing to turn over to smaller 
companies, under an arrangement. 

Frequently a larger company or research center is bom- 
barded by the public with ideas of something which is needed. 
We have made arrangements with them to forward those ideas 
which do not relate to their programs to us so that our Pro- 
ducts Assistance Division can list them for future reference. 

In general, our effort is to serve as a clearing-house of 
information, to serve as a catalytic agent between people 
with ideas looking for a manufacturer and people with plant 
and capacity looking for ideas. 

Although this is only the second meeting of the sort, the 
fame of the New Product Introduction Seminars has pene- 
trated far and wide in industry and aroused the liveliest in- 
terest. Well it might, for there is nothing more vital to in- 
dustry than the subject of this meeting. The value of these 
seminars will increase through the years as their results be- 
come better known and are translated into new products. 

A meeting similar to this could be held with profit every 
day of the year on the integral parts of this enormous subject 
and still not cover all its wide ramifications. 

I congratulate you, Messrs. Hilton and Riggio, on your 
enterprise in focusing attention on this basic subject, to which 
all business must give great attention or fall by the wayside. 
Especially do I commend the subject of research and develop- 
ment of new products to the owners of small business, who 
will be tested more searchingly than any others in this age of 
the “Second Industrial Revolution.” 





